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WTO  set  to  miss 
deadline  as  global 
trade  talks  loom 
The  World  Trade  Organisation  is 
likely  to  miss  another  deadline 
today  In  the  tense  contest  to 
replace  director  general  Renata 
Ruggiero.  There  are  fears  that 
toe  WTO  may  find  itself  rudder- 

less as  it  prepares  for  a   new 
round  of  global  tnacte  talks. 

Page  12;  Clinton  ‘faHed’  on 
CWna  deal,  Page  5 

Rewritten  given  10  to  25  years 
Jack  Kevorkian,  US  euthanasia 
advocate  who  claims  to  have 
assisted  in  the  deaths  of  more 
than  130  people  since  1990.  was 
sentenced  to  between  10  and  25 

years  in  jail.  US,  Page  4 

China’s  job  losses  stretch  welfare 
China's  welfare  system  is  set  to 
pome  under  unprecedented  pres- 

sure as  state  enterprises  make 
another  7m  workers  redundant 

and  a   further  26m  people  expect 
pensions.  Page  12 

Gommen  seize  airline  passengers 

Colombian  gunmen  forced  an 

internal  flight  to  land  at  an  clan- 
destine airstrip  and  kidnapped 

toe  41  passengers  and  five  crew. 
Americas,  Page  4 

Anwar  verdict  to  be  given  today 

Judgment  is  to  be  given  today  in 

Kuala  Lumpur  In  the  politically 

charged  case  of  Anwar  Ibrahim, 

toe  sacked  Malaysian  deputy 

prime  minister.  Asia-Pacific, 
Page  6 

Swedish  PM  seeks  to  ftnft  damage 

Swedish  prime  minister  Gdran 
Persson  kept  a   low  profile  as  he 

attempted  to  Hmit  damage  to  his 

government  caused  by  the  sud- 
den resignation  of  finance  minis- 

ter Erik  As  brink.  Europe,  Page  3 

Hnntah  parties  set  for  coatftion  . 

Five  Finnish  political  parties  are 

to  form  a   coafition  government 
after  more  than  three  weeks  of. 

talks  following  an  inconclusive 
general  election.  Europe,  Page  3 

FBni  groups  seek  to  stem  exodus 

Almost  200  local  and  regional  US  ' film  corrimlsaiofS  are  joining 

forces  to  try  to -stop  the  ffiQht  of  ' 
film-makers  to  cheeper,  more 

accommodating  locations 

abroad.  US,  Page  4 

China  admits  to  judicial  errors  .. 

China  said  12,000  wrongful  court 

Judgments  were  reported last 

year  and  7,000  judicial  officials 
and  law  enforcement  offices 

were  prosecuted  for  brtoery  and 

abuse  of  power.  Asia-Pacific, 
Page  6 

Indonesia  offers  mediafion 

Indonesia  called  for  a   ceasefire 
and  offered  to  mediate  fri  East 

Timor.  Asia-Pacific,  Page  6 

Japanese  look  at  battery  recycling 
Japanese  electronics  producers 
are  In  talks  with  a   UK  technology 

company  about  recycling  lithium- 
ion  batteries,  which  are  difficult 

to  dispose  of.  UK,  Page  8 

Malaysia  and  Singapore  join  forces 

Malaysia  and  Singapore  today 

begin  joint  defence  exercises  that 

represent  a   sharp  change  from 

last  year,  when  It  seemed  they 

were  aching  to  fight  each  other. 
Asia-Pacific,  Page  6 

Cycftng  incentive  fur  scientists 

Leading  scientists  at  a   UK  con- 
sultancy will  be  given  salary  rises 

if  they  use  bicydes  or  buses  to 

get  to  work.  UK,  Page  8 

BUSINESS  news 

Clariant  and 

Laporte  call  off 
merger  talks 
Clariant  of  Switzerland  and 
Laporte,  the  UK  chemicals  group, 
abruptly  called  off  talks  on  a 
potential  E2bn  (S3.2bn)  takeover 
hours  after  Laporte  revealed  It 
was  In  negotiations  with  a   possi- 

ble bidder.  Companies  and 
markets,  page  13;  Lex,  Page  12 

SriflH)  Ferrmrial,  Spanish 

construction  company,  is  head- 
ing a   consortium  that  has 

reached  a   C$3. 1   bn  ($2bn)  agree- 
ment with  the  government  of 

Ontario  to  operate  a   pioneering 

electronic  toll  highway.  Compa- 
nies and  markets,  page  13 

Vendex,  Dutch  retail  group,  may 

sell  FAO  Schwarz,  the  US  toys 
chain  it  acquired  last  year, 

because  it  is  unhappy  with  Its 

performance  and  wants  to  focus 

on  Europe.  International  com- 
panies, Page  16 

Ericsson,  Swedish 

telecommunication  equipment 

maker,  joined  the  rush  Into  US 
internet  technology  companies 

with  the  $450m  cash  purchase  of 
Torrent  Networking  Technologies. 

Europe  companies,  page  14 

Caja  Madrid,  Spain's  second 
largest  savings  bank,  has  sold  Its 

3   per  cent  stake  in  Telefonica  for 
€1.3bn,  leaving  the  dominant 
domestic  telecommunications 

group  short  of  a   key  reference 
shareholder.  Europe  companies. 

Page  14 

Banque  Nationals  da  Paris' chances  of  acquiring  Paribas 

Improved  when  the  value  of  its 
all-sham  bid  rose  above  that  of  a 
rival  offer  from  Socfofo  Generate 

for  the  first  time  this  month. 

Europe  companies.  Page  14 

VhrandL  acquisitive  French 
utilities  and  communications  . 

group,  plans  to  float  up  to  one- 
third  of  its  rwwfy  en!»ged  envi- 

ronmental services  business 

within  five  yearn.  Europe  com- 

panies, Page  14 

Nestis,  the  world’s  biggest 
consumer  food  company,  could 

raise  up  to  SFf  750m  by  seffing 

Finch®,  one  of  the  world's  bast- known  frozen  food  brands  to 

EOT  Scancfinavia,  a   US-Swedish 

venture  capita}  group.  Europe  . 

cpfztpanies,  Page  14 

Standard  &   Poor's,  US  rating 

agency,  cut  the  corporate  credit 
rating  of  Daewoo  Corporation, 
mother  coirgrany  of  South 

Korea’s  second  largest  oongtom- 

erate,  by  one  notch  to  B-  in  a 

new’ Wow  to  the  group.  Asia-Pa- cific companies.  Page  18 

Toyota,  Japan's  biggest 
automotive  group,  raised  ques- 

tions abouts  Its  strategy  wfth  a 

top-level  management  reshuffle 
that  saw  Hiroshi  Okuda  replaced 

as  president  by  Fiijto  Cho,  exec- 
utive vice-president  Compeidee 

and  markets,  page  13 

Tosco,  UK's  largest  supermarket 

group,  reported  stronger  than 
expected  trading.  Companies 
and  markets,  page  13 

Euro  Prices 
A   amprehensw  statistical  gutta  to  tin 
euro  currency  zone,  covering  farekpi 

exchange,  bond  and  equity  maitets. 
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REINFORCEMENTS  WILL  TAKE  THE- ALLIED  AIR  CAMPAIGN  AGAINST  MILOSEVIC  TO  THE  NEXT  LEVEL’,  SAYS  CLINTON 
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Nato  to  step 

up  air  strikes 
on  Yugoslavia 
By  Oib- International  Staff 

Nato  Indicated  yesterday  it  was 

stepping  up  air  strikes  against 

Yugoslavia  as  its  military  com- 
mander requested  hundreds  more 

aircraft  to  take  part  In  the  three* 

Week-Old  mwipaigw 
General  Wesley  Clark  said  at  a 

Brussels  briefing  the  reinforce* 
meats  be  had  asked  for  included 

300  US  aircraft,  and  Nato  was 

also  seeking  contributions  from 

other  fllHftg- 

Javler  Solaria,  Nato  secretary* 

general,  said  In  an  interview  that 
about  h»if  the  additional  aircraft 

would  come  from  Europe,  Includ- 
ing tlie  UK  and  Trance,  although 

he  would  not  specify  the  total. 

The  aircraft,  which  would 

bring  the  total  to  more  than 
1,000,  are  thought  to  be  needed  to 
sustain  a   higher  level  of  strikes 
than  so  far  achieved  amid  cloudy 
weather  and  resistance  from 

Yugoslavia’s  air  defences. 
Robin  Cook,  US  foreign  secre- 

tary, said  compared  with  last 
week,  three  times  as  many  allied 
aircraft  were  involved  in 

operations  on  Monday.  Some  mil- 
itary analysts  in  Washington  said 

the  requirement  had  a   political 
motive:  to  send  a   message  to 

Slobodan  Milosevic,  Yugoslav 

president,  that  there  was  no 
chance  that  Nato  would  let  up  on 
the  campaign. 

The  alliance  continued  to  insist 
It  bad  no  plans  to  send  a   land 
invasion  force  into  the  Serbian 

province  of  Kosovo,  despite 

mounting  «ans  for  twa  in  the  US. 
But  congressional  leaders  said 
after  a   meeting  with  President 

Bill  Clinton  that  he  was  not  rul- 
ing out  any  options. 

Senator  John  Kerry.  Democrat 
from  Massachusetts,  said  Mr 
Clinton  did  not  believe  ground 

troops  were  necessary  at  present 
“But  I   also  heard  him  say  that  he 
believes  nothing  is  essentially  oft 

the  table."  he  said. 
Mr  Clinton  told  reporters  after 

the  meeting  that  reinforcements 

would  take  the  allied  air  cam- 

paign “to  the  next  level”.  “Oar campaign  is  diminishing  and 

grinding  down  Mr  Milosevic's 
military  capability,"  he  said. Tony  Blair,  UK  prime  minister, 
announced  Britain  was  sending 

an  extra  1300  troops  to  neigh- 

bouring Macedonia,  with  14  Chal- 
lenger tanks  and  six  AS-90  howit- 

zers. They  will  join  12JXX)  troops 
there  as  part  of  the  peacekeeping 

force  Nato  plans  to  deploy  after 

hostilities  to  secure  the  retain  of 
Kosovar  Albanians. 

Wesley  Clark,  Nato  supreme  commander,  speaking  at  a   news  conference  in  Brussels  yesterday.  He  expressed  regret 

for  casualties  caused  when  a   Nato  pHot  hit  a   train  on  a   bridge  In  southern  Serbia  In  an  uncanny  accident’  Reuters 

Nato  hopes  Russian  troops  will 

form  part  of  that  force.  However, 
the  US  and  Russia  made  scant 

progress  on  bridging  their  dis- 
agreement over  Nato’s  air  strikes 

at  a   four-hour  meeting  in  Oslo 
between  Madeleine  Albright,  us 

secretary  of  state,  and  Igor  Iva- 
nov, Russia’s  foreign  minister. 

The  two  agreed  to  continue 

seeking  a   political  solution.  “We have  taken  a   step  forward,  but 

perhaps  not  as  big  a   step  as  we 

hoped.”  Mr  Ivanov  said. 

Belgrade  signalled  a   willing- 
ness to  drop  its  rejection  of  a 

foreign  peacekeeping  force  in 

Kosovo  so  long  as  it  did  not 

include  troops  from  countries 

taking  part  in  Nato's  air  cam- 
paign. Vojska,  a   publication  of 

the  Yugoslav  army,  said  Yugo- 
slavia could  "perhaps"  accept 

troops  from  Russia,  Ukraine  and 
Nato-member  Greece. 

Deputy  Yugoslav  prime  minis- ter  Vuk  Draskovic,  whose  Ser- 
bian Renewal  Party  represents 

the  more  liberal  wing  of  the  rul- 

ing coalition,  said  a   multina- tional force  excluding  Nato  could 
be  a   basis  for  compromise. 

Mrs  Albright  warned  of  serious 

consequences  for  Mr  Milosevic  if 
he  widened  the  conflict,  following 

reports,  denied  by  Belgrade  as  a 

“heinous  lie",  of  a   Serbian  incur- 
sion into  Albania. 

Mr  Cook  also  said  yesterday 

that  Nato  was  getting  repeated 

reports  that  young  women  had 

been  separated  from  refugee  col- 
umns while  fleeing  Kosovo  and 

“forced  to  endure  systematic 

rape”  in  an  army  camp  at  Dja- 
kovica.  near  the  Albanian  border. 

Reporting  by  Alexander  NicoU  in 
London,  Neil  Buckley  in  Brussels. 

Stefan  Wagstyl  in  Tirana.  Guy 
Dinmore  in  Belgrade  and  Stephen 
Fidler  in  Washington 

Kosovo  crisis,  Page  2 

Editorial  Comment,  Page  11 

Prodi  seeks  support  with  federalist  agenda 
By  Ifichael  Smith  Jo  Strasbourg 
and  James  BJHz  ta  Rome 

Romano  Prodi,  former  Italian 

premier,  yesterday  tried  to  rally 
the  European  Parliament  behind 
his  nomination,  as  European 
Commission  president,  setting 

out  an  avowedly  federalist 

agenda  and  dropping  plans  to 

run  for  parliament. 
Mr  Prodi  said  standing  for  par- 

liament in  the  June  elections,  as 

he  had  intended,  could  create 

divisions. 
*1  am  not  here  to  divide,  1   am 

here  to  unite.”  he  said,  speaking 
at  a   fUD  session  erf  the  European 
Parliament  for  the  first  time 
since  Iris  nomination  as  president 

of  the  European  Union  executive 

last  month.  EU  governments 

backed  Mr  Prodi  as  commission 

president  after  the  ZD-strong  com- 
mission resigned  in  .the  .   wake- of 

accusations  of  mismanagement. 
But  be  also  needs  the  support 

of  parliament,  which  was  instru- 
mental in  pressing  for  the  com- 

mission's resignation.  Members 
of  the  parliament  win  question 

the  president-designate  more 
closely  next  month  before  voting 
on  his  nomination. 

In  his  address  yesterday  Mr 

Prodi  promised  .MBPS  that  be 
would  lead  the  EU  speedily  into 

an  age  of  reform  and  change  and 
called  for  &   single  economy,  a 

“political  unity”  and  more 

co-operation  on  defence. 
Most  applauded  his  reform 

ideas  and  his  decision  not  to 

stand  for  parliament  “You  come with  exceptional  credentials  as  a 

good  European  and  havp  demon- 
strated an  ability  to  reform."  said Pauline  Green,  socialist  group 

leader. Mr  Prodi  said  he  would  push  to 

end  tensions  with  the  US  and 

would  promote  further  liberalisa- 
tion of  world  trade.  The  EU  must 

be  prepared  to  open  its  markets 
to  developing  countries,  he  said. 

Calling  for  greater  co-operation between  EU  countries.  Mr  Prodi 

said  the  single  market  was  the 
theme  of  the  1960s  and  the  single 

currency  was  the  theme  of  the 
1990s. 

"We  must  now  face  the  difficult 

task  of  moving  towards  a   single 

economy  and  a   political  unity." he  said. 

Mr  Prodi  said  the  union  must 

develop  its.  own  defence  capabil- 

ity and  "should  start  from  now  to 
rationalise  the  use  of  industrial 

resources  and  military  infrastruc- 
ture". Economic  co-ordination 

should  concentrate  on  tax  and 
labour  markets,  he  suggested. 

Economic  growth  was  insuffi- 
cient to  help  reduce  unemploy- 
ment, the  main  fear  among  EU 

citizens,  he  said.  A   reformed  com- 

mission had  to  expedite  a   revi- sion of  labour  market  rules  by, 

for  example,  reducing  barriers  to 

entry. 

Mr  Prodi  said  the  EU  could  not 

tolerate  delaying  reform  of  the 
EU's  bureaucracy  or  policies. 

Delay  “would  put  at  risk  our 

indispensable  contribution  to  the 
very  serious  [issuesj  facing 

neighbouring  countries". 
Mr  Prodi's  decision  not  to 

stand  as  a   candidate  in  the  Euro- 

pean elections  will  come  as  a 
severe  blow  to  the  new  Italian 

centrist  party,  the  “Democrats", 
which  he  set  up  this  year. 

Until  recently,  opinion  polls 

suggested  that  the  Democrats 
could  get  as  much  as  12  per  cent 

of  the  vote  at  the  European  elec- 

tions. But  deprived  of  Mr  Prodi’s candidacy,  the  Democrats  could 
get  less  than  5   per  cent  of  the 

vote,  neutralising  the  threat  to 
Massimo  D'Alema,  the  Italian 

premier,  as  leader  of  the  coun- 
try's centre  left. 

Inflation  subdued 
as  US  sales  rise 
By  Raney  Bonne  to  Washington 

The  US  Shopping  spree  continued 
in  Mbrch  as  retail  sales  rose  0 JJ 

per  cod  compared  with  the  pre- 
vious month,  according  to  Com- 
merce Department  figures  pub- 

lished yesterday. 

Inflation  remained  under  con- 
trol as  consume:  prices  advanced 

02  per  cent  in  March  compared 
with  February,  with  the  impact 
of  rising  oil  prices  mitigated  by 

falling  food  costs. 
For  the  first  Quarter,  retail 

sales  rose  at  an  annualised  pace 

of  149  per  cent. 
Ian  Shepherdson  of  High  Fre- 

quency Economics,  which  gives 
daily  data  analyses,  said  that, 

excluding  cars,  consumer  pur- 
chases in  the  first  quarter  rose  at 

an  annualised  rate,  of  102  per 

cent  -   the  best  since  the  fourth 

quarter  of  1980. Mr  Shepherdson  forecast  that 
the  Annual  rate  of  consumption 

growth  In  the  first  quartmvnmld 

exceed  6   per  cent  and  GDP 
growth  would  be  more  than  9   per 

cent.  “Slowdown?  You  kidding?*; 

he  CQnpTttdftri. :   The  commerce  department 
revised  the  February  retail  sales 

gains  up  from  0.9  per  cent  to  L7 
per  cent  January  sales  were 
revised  up  from  1   per  cent  to  L3 

per  emit 

The  slowdown  in  the  rate  of 

growth  of  retail  sales  in  March, 

compared  with  the  two  previous 
months,  was  partly  due  to  an 
anticipated  drop  In  car  sales, 

after  several  months  of  growth. 
Also,  purchases  of  building Tnqiprfolg  and  home  ftxruishings 

moderated.  Grocery  store  sales 
slipped  while  the  recent  gains  in 

petrol  prices  led  to  the  sharpest 
rise  in  service  station  receipts 
since  May  1996. 

“Mild  weather  and  the  acceler- 

ated pace  of  federal  tax  refunds 

so  far  in  early  1999  may  be  contri- 
buting to  some  of  the  strength  in 

consumer  spending.”  said  Mor- 
gan Stanley  Dean  Witter  in  its 

economic  data  bulletin, 
"But  there  is  little  doubt  that 

the  underlying  fundamentals 

remain  quite  supportive  as  well.” The  core  annual  rate  of  infla- 
tion -   excluding  energy  and  food 

prices  -   was  OJ?  per  cent  in  the 

first  quarter,  the  smallest  quar- 

terly gain  since  1964.  The  cost  of 
goods  fell  0.1  per  cent  in  March, 

against  February,  and  services' prices  advanced  by  03  per  cent 
Financial  markets  reacted 

calmly  to  the  reports,  which  fell 
within  the  range  of  Wall  Street 

economists'  forecasts. 

feiorial  Comment,  Page  11 
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KOSOVO  CRISIS  AIR  CAMPAIGN  CONTINUES  TO  PILE  ON  PRESSURE  ■   WARNING  OVER  EFFECTS  ON  ALBANIA  ■   ITALY  REAF
FIRMS  SUPPORT  FOR  NATO  ACTIONg  UK 

UK  gives 
low-key 

backing 

for  more 

Nato’s  ‘gradual’  military  strategy  questioned 
By  Alexander  NfcoH  and 

Stephen  Fldler 

"The  air  campaign  is 

working”  has  been  a   con- 

stant  mantra  from  Nato  brie- 
fers since  strikes  on  Yugo- 

slavia began  three  weeks 

ago. Yet  the  military  force 

assembled  by  the  alliance  is 
expanding  by  the  day. 
Nearly  100  more  aircraft 
were  ordered  to  the  region 
over  the  weekend.  General 
Wesley  Clark,  the  Nato 
supreme  commander,  has 
requested  hundreds  more  of 
which  300  would  come  from 

the  US  -   potentially  bring- 
ing the  total  deployed  to 

more  than  1.000. 
Did  Nato  misjudge  the 

punch  it  would  need  to 
deliver  a   devastating  blow  to 
Slobodan  Milosevic,  the 

Yugoslav  president,  or  are 
the  reinforcements  simply 

part  of  the  evolution  of  the 
campaign? 

Some  analysts  in  Washing- 
ton saw  the  latest  request  as 

implicit  recognition  the 

gradual  build-up  of  the  cam- 
paign had  been  a   mistake. 

Lawrence  Korb.  director  of 

studies  at  the  Council  of  For- 
eign Relations  in  New  York, 

said:  "It’s  very  clear  that  the 

start  of  the  campaign  didn't resemble  the  first  night  in 

Baghdad." Gen  Clark  yesterday 
sought  to  explain  the 
build-up  by  saying  Nato  bad 
not  sought  conflict  with 
Yugoslavia,  but  had  hoped 

Mr  Milosevic  would  negoti- 
ate a   settlement. 

Once  conflict  began  Nato 
said  it  would  progressively 

intensify,  and  this  was  “very 
much  on  track  as  we  Imag- 

ined it  would  be". Ken  Bacon,  Pentagon 

spokesman,  said  at  the  week- 
end: "Any  air  campaign  has 

to  begin  at  a   starting  point 
and  that  starting  point  is  to 

attack  the  air  defence  sys- 
tem that  challenges  or 

threatens  the  allied  planes. 

That's  what  we've  done. 

Then  we've  moved  out." 
Yugoslav  air  defences 

have  been  severely  affected, 
and  are  likely  to  have  lost 
integration  between  radar 
data  and  target  setting 

which  would  aid  the  accu- 

racy of  surface-to-air  mis- siles. 

A   military  analyst  in 
Washington  said  this  had 
affected  the  capabilities  of 
advanced  SA-6  batteries,  but 
the  less  advanced  SA-3  fixed 

systems  and  SA-7  band-held 
could  still  pose  problems  to 

aircraft  flying  at  lower  alti- 
tudes. 
A   map  shown  by  Gen 

Clark  at  a   Brussels  briefing 
showed  most  air  defence 

rites  hit  bad  suffered  dam- 
age classified  as  moderate 

rather  than  severe  or  being 

deemed  destroyed.  Video 
clips  from  US  aircraft  show 
missiles  being  fired  at  them 

as  well  as  plentiful  anti-air- craft fire. 

One  indication  there  is 

still  a   job  to  be  done  In  this 
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AID  EFFORT  CALL  FOR  CO-OPERATION  WITH  GOVERNMENT 

Concern  over  future 

stability  of  Albania 
By  Stefan  Wagstyl  in  Tirana 

Nato  and  international  aid 

agencies  operating  in 
Albania  must  work  with  the 

government  to  avoid  destabi- 
lising the  country  politically 

and  economically,  a   senior 
official  of  the  Organisation 
for  Security  and  Cooperation 
in  Europe  warned  yesterday. 
“We  have  to  be  careful  to 

see  that  we  don't  overwhelm 
Albania,"  said  Daan  Everts, 
OSCE  mission  chief  in 
Tirana. 

"We  must  not  lose  sight  of 

Albania's  long-term  require- 
ments even  when  we  are 

dealing  with  the  enormous 

crisis  that  is  going  on." Mr  Everts,  who  has  been 
in  Tirana  for  two  years,  said 
Albania  was  a   fragile  state 
with  weak  state  institutions 

in  all  areas  of  government. 
The  country  collapsed  into 
chaos  two  years  ago  and  was 
hit  by  civil  order  again  last 

year. 
Mr  Everts  urged  interna- 

tional organisations  to  work 
closely  with  Albanian  bodies 
to  avoid  undermining  the 

country’s  institutions. 
“My  concern  is  that  we 

should  not  have  a   state 

within  a   state  -   a   relief 
agency  state  working  inde- 

pendently of  the  Albanian 

government.” Mr  Everts'  comments  fol- 

low Albanian  government 
decisions  to  cede  control  of 

Tirana's  international  air- 
port, Us  ports  and  other 

facilities  to  Nato. 
About  8,000  Nato  troops 

are  being  posted  to  Albania 
to  support  relief  work  for 
300,000  refugees  who  have 
fled  Kosovo  and  are  being 

housed  in  camps  and  in  pri- 
vate homes. 

Mr  Everts  added  that  Nato 
was  aware  of  the  dangers  of 
its  impact  on  Albania  and 
was  working  well  with  the 
government  and  with  the 

United  Nations  High  Com- 
missioner for  Refugees,  the 

UN  agency  co-ordinating 
relief  work. 

The  crisis  could  yet  bring 
some  benefit  to  Albania  if 

Nato  and  the  relief  agencies 
carried  out  works  such  as 

improving  roads  and  water 
supplies. 
He  urged  agencies  to 

source  as  much  as  possible 
of  their  purchasing  locally. 
“This  would  be  very  good  for 

Albanian  fanners." 
The  crisis  is  already  affect- 

ing Albania's  economic 
development.  While  the 
relief  effort  has  injected  new 
demand  into  the  economy, 

normal  commercial  activi- 
ties are  being  disrupted, 

mainly  because  of  business 

people's  adverse  reaction  to 
the  crisis. 

The  ministry  of  trade  says 

imports  are  already  falling 

as  companies  reduce  stocks. 
It  estimates  that  imports 

for  the  first  six  months  of 
1999  could  decline  by  20 

per  cent Foreign  bankers  in  Tirana 
say  privatisation  plans  seem 
certain  to  be  delayed 

-including  proposed  sales  of 
stakes  in  the  state-owned 
National  Commercial  Bank. 

Albtelecom,  the  telecommu- 
nications monopoly,  and 

Albanian  Mobile  Communi- 

cations, the  mobile  tele- 
phone company. 

The  Albanian  currency 
has  remained  broadly  stable 
on  the  foreign  exchange 

market  But  the  lek's  value 
is  a   misleading  indicator  of 
economic  stability  because 

of  the  large  amount  of  for- 
eign currency  in  Albania, 

with  an  estimated  $lbn  in 
cash  in  circulation. 

Gian  carlo  Rizzo  la,  manag- 
ing director  of  Banca  Italo 

Albanese,  a   joint  venture 
I   tali  an -Albanian  bank  in 
which  Banca  di  Roma  is  the 

Italian  partner,  said  yester- 
day that  banks  were  work- 

ing bard  to  bring  enough  for- 
eign currency  cash  into  the 

economy  to  meet  local 
demand. 

The  money  was  either 
being  hoarded  or  taken  out 
of  Albania  in  cash. 

ALBANIA 

regard  is  that  24  US  F-10CJ 
aircraft  deployed  at  the 
weekend  are  armed  with 
HARM  missiles  specifically 
designed  for  suppression  of 
air  defences. 

Nevertheless.  Nato  clearly 
feels  it  can  now  range  much 
more  freely  in  the  skies 
above  Kosovo  and  wants  to 
take  advantage  of  that  by 

keeping  as  many  aircraft  in 
the  air  as  possible  round  the 
clock  to  attack  Serbian  army 

and  special  police  units 
whenever  they  break  cover. 

Military  analysts  said  as 
Nato’s  campaign  evolved  to 
strike  more  mobile  targets 
on  the  ground,  more 
low-level  air  missions  were 
needed.  This  would  also 

require  aircraft  to  “loiter” over  the  Adriatic  so  they 
could  be  called  In  at  short 
notice. 

Gen  Clark  said  there  was  a 
much  higher  ratio  of  support 
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to  strike  aircraft  than  in  pre- 
vious campaigns.  Out  of 

5,924  sorties  flown  up  to  yes- 
terday afternoon,  only  1,687 

had  been  intended  to  strike. 
Some  2,000  sorties  have  been 

by  air-to-air  refuelling  tank- 
ers. 

In  addition,  air  combat 

patrols  to  protect  all  the 
other  aircraft  are  being 

□own  In  half  a   dozen  differ- 
ent areas,  and  there  are  also 

a   large  number  of  flights  by 

surveillance  aircraft,  provid- 
ing intelligence  about  enemy 

movements. 

Fewer  strike  aircraft  are 

needed  proportionately 
because  many  of  them  are 
using  weapons  guided  by 
laser  or  global  positioning 
system  (GPS).  According  to 

the  Pentagon,  precision- 
guided  weapons  make  up 
almost  10Q  per  cent 
of  those  dropped  by  US 

aircraft  compared  with 

An  avionics  engineer  repairs  a   US  jet  at  Nato's  Aviano  ear  base  In  Italy 

9   per  cent  in  the  Gulf  War. 

Briefing  officers  have  indi- cated that  the  intelligence 

available  to  pilots  about  tar- 
gets has  improved. 

Because  of  the  desire  to 
avoid  civilian  casualties, 

many  bombing  raids  have 
been  aborted  because  cloud 

or  smoke  obscured  the  tar- 
gets -   according  to  Gen 

Clark,  more  than  50  per  cent 
on  each  of  10  days. 

But  General  Sir  Charles 

Guthrie.  UK  chief  of  defence 
staff,  said  British  Harrier 

jets  had  for  the  first  time 
dropped  bombs  through 
cloud.  “We  are  now  satisfied 
that  the  degree  of  target 
information  and  accuracy  of 

such  attacks  allows  us  confi- 
dently to  carry  them  out whilst  minimising  the  risk  of 

collateral  damage." 
A   new  dimension  to  the 

air  campaign  will  be  pro- 
vided by  24  Apache  tank- 

busting  helicopters  now 
being  flown  into  Albania. 
These  will  be  able  to  make 

deadly  sorties  over  the 
border  to  attack  Serb 

forces,  and  are  likely  to  dis- 
courage excursions  such  as 

that  reported  yesterday  over 
the  Albanian  border  at 
Kamenica. 

However,  not  all  analysts 

believe  Nato's  build-up  strat- 
egy is  convincing. Mr  Korb  said  the  decision 

to  begin  the  campaign  by 

tackling  air  defence  targets 

rather  than  the  riskier  mill- 
tary  targets  in  Kosovo allowed  the  Serb  military  to 

achieve  its  objectives  in  Kos- 

ovo. 

“We  were  more  concerned 

with  protecting  the  military 
members  of  Nato  than  we 
were  with  saving  lives  of  the 

people  of  Kosovo”  he  said. Michael  O' Hanlon  of  the 
Brookings  Institution  in 

Washington  said:  “The  limi- 
tations of  the  air  campaign 

have  been  apparent  from  the 

beginning  and  filling  the 
skies  with  more  airplanes 
doesn't  necessarily  solve  any 

of  these  problems.'' 

Italy  ‘loyal  to  operation’ Despite  initial  concerns,  prime  minister  has  so  far  avoided  political  upheaval  over  his 

country’s  support  for  Nato  and  its  military  strategy  in  Yugoslavia,  writes  James  Blitz 

Massimo  D'Alema.  Italy's prime  minister,  yesterday 

reaffirmed  his  government's 
support  for  Nato's  action  in 
Yugoslavia,  saying  his  coun- 

try remained  “loyal  to  the 

military  operation"  and  was 
“doing  its  duty”. 

In  an  important  sign  of 
how  the  Nato  alliance  is 

remaining  compact  as  events 
develop  In  Yugoslavia.  Mr 
D'Alema  told  the  Italian  par- 

liament that  "military 

engagement”  was  a   corner- 

stone of  his  government's 

policy  in  the  crisis.  “We don't  have  any  reason  to 
beat  our  breasts  this  time 
and  utter  the  mantra  that 

Italy  is  doing  less  than  it 
should,”  he  told  parliament 
at  the  start  of  a   debate  on 

the  Kosovo  crisis.  “We  are 

playing  our  part  in  all  seri- 

ousness." 

Italy's  centre-government 
has  so  far  avoided  political 
upheaval  over  its  support  for 

Operation  Allied  Force. 
When  Nato  began  the 

action  three  weeks  ago. 

there  was  widespread  con- 
cern that  Italy  (often  swayed 

in  the  past  by  the  pacifist 

traditions  of  powerful  Catho- 
lic and  Communist  move- 

ments) would  withdraw  sup- 
port for  a   US-led  military 

operation  being  launched 
from  its  territory  on  a   neigh- 

bouring country.  Mr  D'A- lema compounded  fears  with 
a   gaffe  at  the  outset  of  the 
operation  that  Nato  should 

move  swiftly  to  a   peace 

agreement  with  President 
Slobodan  Milosevic. 

Since  then,  the  mood  in 
Rome  has  changed.  The 

prime  minister,  though  an 
ex-communist,  quickly  threw 

his  weight  behind  the  Nato 
operation,  in  which  Italian 
aircraft  are  giving  logistical 
support  but  not  taking  direct 

part  in  the  bombardment. “The  wobble  that  we  were 

expecting  from  D'Alema 
hasn't  yet  materialised." said  one  European  diplomat 

in  the  Rambouillet  negotia- 

tions that  preceded  the  cri- 
sis. Nevertheless,  senior  gov- 

ernment officials  insist  the 

Italian  government's  support for  the  Nato  operation  is 
secure. 

First,  the  flood  of  Kosovar 

refugees  has  roused  the  emo- tions of  the  Italian  public.  In 
the  first  week  of  the  war. 

support  for  the  Nato  opera- tion soared  from  25  per  cent 

to  37  per  cent  in  the  polls. 

Rome  has  seen  demonstra- 
tions by  pacifist  groups  but 

'Wobble  we  were  expecting  from 

D’Alema  hasn’t  yet  materialised’ 

in  Rome  yesterday. 

The  experience  of  recent 
days  has  not,  admittedly, 

been  easy  for  the  premier. 

Some  of  his  far  left  support- 

ers. particularly  the  Commu- nists. are  broadly  opposed  to 
Nato's  action  and  have 

threatened  to  withdraw  sup- 
port for  his  ruling  coalition. 

Mr  D'Alema  has  also  taken 
a   somewhat  firmer  stance 

towards  Serbia  than  his  for- 
eign minister,  Lamberto 

Dini.  whose  department  is 

sometimes  seen  as  “pro- Serb".  Last  week,  Mr  Dini 
said:  “We  don't  want  to  see 
the  bombings  go  on  for 

much  longer."  He  openly 
questioned  whether  the 
Serbs  had  been  treated  fairly 

these  have  been  modest  by 
the  standards  of.  say,  the 

1991  Gulf  War.  “It  would  be 
hard  to  imagine  the  Commu- 

nists going  against  the  grain 

of  public  opinion  and  creat- 
ing difficulties  two  months 

before  European  elections," said  a   senior  government 

official. 
Moreover.  Mr  D'Alema  and 

Mr  Dini,  far  from  disagree- 
ing over  the  approach  to 

Serbia,  have  agreed  what one  adviser  to  the  prime 

minister  calls  “a  neat  divi- 

sion of  labour”. 
Mr  D’Alema  is  keen  to 

shake  off  his  communist 

image  with  Italy's  main European  allies.  The  Kosovo 
crisis  is  an  important  oppor- 

tunity to  stress  his  reliabil- 
ity on  the  international 

stage,  so  his  support  has been  unwavering. 

Mr  Dini,  however,  spent 

much  of  his  early  career  In 
the  US  and  has  long  been 

perceived  in  Washington  as 

an  important  ally.  He  there- 
fore has  more  diplomatic 

room  than  the  ex-communist 

premier  to  keep  open  chan- 
nels with  Belgrade.  "By 

doing  so,  he  can  soothe  the 
concerns  of  the  Communists 

in  the  coalition,”  says Antonio  MissirolL  a   leading 

foreign  affairs  analyst.  Oth- 
ers say  he  may  also  want  to 

raise  his  standing  inside 

Italy  ahead  of  the  forthcom- 
ing election  for  a   new  presi- dent of  the  republic. 

Whether  this  delicate  dou- 
ble-act can  be  sustained  for 

much  longer  remains  to  be 
seen.  “The  despatch  of 

ground  troops  to  Kosovo 
could  trigger  a   shift  in  the 

political  picture,”  says  a senior  government  official. 
“You  would  see  the  with- 

drawal of  communists  from 

the  government  and  new 
fears  about  a   political  cri- 

sis." 

Such  a   prospect  means 

that  the  Italian  prime  minis, ter  has  better  reasons  than 
most  other  western  leaders 

to  want  to  avert  an  escala- 
tion of  the  conflict  But  for 

now,  Mr  D'Alema  is  having  a 
better  war  than  he  might 
have  expected. 

troops 

By  Robert  Peston, Political  Ecfitor 

The  announcement  by  the 

UK  prime  minister  yesterday 

that  Britain  is  sending  a   fur- ther 1,800  troops  to  Greece 

and  Macedonia  received  an 
ambivalent  response  in  the 
lower  house  of  parliament 

Unlike  Britain's  other  xoili: 

tary  ventures  of  recent 

years,  opposition  to  the  war crosses  party  boundaries. 

Tony  Blair,  the  prime  minis- ter, once  again  insisted  that 
Nato  was  engaged  in  a 
humanitarian  mission  to 

protect  the  persecuted  Alba- nians of  Kosovo. “The  conflict  we  now  face 

in  Kosovo  is  a   test  of  our 
resolve  to  ensure  that  the 
21st  century  does  not  begin 
with  a   continuing  reminder 

in  Europe  of  the  worst 
aspects  of  the  century 

now  drawing  to  a   close,”  he 
said. 

He  continued  to  balk  at 
the  suggestion  that  the  air 
attacks  should  be  augmented 

by  an  offensive  involving  the  .' use  of  ground  troops, 

because  the  “potential  loss 
of  life  among  our  service 
men  and  women  would  be 

considerable”. 

Troop  reinforcements  were 
being  sent  simply  so  the  UK 

could  play  its  “proper  role  in the  international  effort  to 

ensure  the  refugees  are  able 
to  return  to  Kosovo  in 

safety”. 

But  they  would  only  be 
deployed  in  Kosovo,  once 
Yugoslavia  had  capitulated 

and  had  agreed  to  Nato's 
conditions  for  the  return  of 

the  refugees. 

He  received  low-key  sup- 

port from  prominent  Conser- vative and  Liberal  Democrat 
members,  as  neither  party 

wishes  to  be  seen  as  unpatri- 
otic when  UK  military  per- 

sonnel are  risking  then- lives. 

William  Hague,  Conserva- 
tive party  leader,  said  his 

backing  depended  on  “gov- 
ernment assurances  about 

the  military  situation  and 

what  could  be  achieved”. Meanwhile,  Paddy  Ash- 
down, Liberal  Democrat leader,  continued  to  press 

Mr  Blair  to  consider  the  use 
of  land  forces. 

By  contrast,  more  junior 
members  of  parliament  from 
both  the  Conservative  and 

Labour  parties  have  been 

explicitly  distancing  them- selves from  the  government 
over  Kosovo. 

Alan  Clark,  a   former  Con- 
servative party  defence  min- 

ister, summed  up  the  views 
of  the  traditional  Conserva- 

tive right  by  saying  it  was 
wrong  to  bomb  the  Serbs 

when  they  had  “never 
injured  or  threatened  a   Brit- 

ish citizen”. 

Labour's  leftwing  MPs 

were  blunter  still.  One  of 
them,  Alice  Mahon,  accused 

the  western  alliance  of  com- 
mitting “straightforward 

murder”. Ciller  on  charm  offensive  before  poll 
By  Layla  Boulton  in  Ankara 

“The  biggest  misfortune  to 
befall  the  Turkish  republic 
since  it  was  founded  75  years 

ago”  is  how  Tansu  Ciller  is 
described  by  one  of  her 
many  critics. 

Turkey's  first  woman 
prime  minister  is  detested  by 
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the  Turkish  elite  as  an 

opportunist  who  forged  a 
coalition  with  Islamists  until 
they  were  forced  out  of  office 

two  years  ago  by  the  power- ful military. 

But  the  former  economics 
professor  is  hoping  to  do 
well  In  general  and  local 
elections  on  Sunday  by  proj- 

ecting herself  as  the  cham- 
pion of  the  poor  and 

oppressed. Feared  by  well  educated 
Turks  for  her  chameleon-like 
ability  to  be  all  things  to  all 
voters,  the  52-year-old  could 
yet  emerge  as  the  dark  horse 
in  a   race  obscured  by  a   ban 
on  opinion  polls. 
Unofficial  surveys  which 

suggest  her  centre-right 
True  Path  party  will  slip  to 
fourth  from  third  position  in 
parliament  most  be  taken 
with  a   pinch  of  salt  given 
that  no  pollster  predicted 
that  the  Islamist  Welfare 

party  would  sweep  the  larg- 
est number  of  votes  in  the 

last  elections  in  1995. 

A   better  than  expected 
result  for  Ms  Ciller  could 

upset  financial  markets’ hopes  for  a   strong  two-party 

coalition  led  by  Bttlent  Ece- 
vit,  the  caretaker  prime  min- 

ister and  Mesut  Yilmaz,  the 

former  premier  toppled  by 
corruption  allegations  in 
November.  Mr  Ecevit’s  cen- 

tre-left Democratic  Left 

party  and  Mr  Yllmaz's  pro- business centre-right 

Motherland  are  seen  as  the 

best  hope  of  continuing  bad- 
ly-needed economic  reforms. 

Ms  Ciller  on  the  other 
hand  is  distrusted  by  the 
military  and  large  sections 
of  the  middle-classes  after 
forming  a   government  with 
Welfare  in  spite  of  promising 
she  would  not.  The  Islamists 
were  forced  to  step  down  on 
suspicions  they  were  trying 
to  move  Turkey  towards 
Islamic  law  and  away  from 
its  secularist  heritage. 

Ms  Ciller  is  also  widely 
blamed  for  aggravating  Tur- 

key's home-grown  financial 
crisis  in  1994  through  mis- 

management and  was  instru- 
mental in  dragging  out  the 

formation  of  a   caretaker  gov- 
ernment last  winter. 

Ms  Ciller  catapulted  her- 
self on  to  the  front  pages  a 

week  before  the  election  by 
attacking  Aydin  Dogan,  a 
media  magnate.  After  one  of 
his  newspapers  reported  on 
Friday  that  her  party  could 
be  closed  because  she  had 

exploited  religious  themes  - 
a   crime  under  the  Turkish 
constitution  -   at  an  election 

rally,  Ms  C   filer  vowed  to  do 

away  with  the  country's “media  cartel".  In  a   display 

of  typical  Ciller  chutzpah,  a 
television,  station  understood 

to  be  controlled  by  her  asso- 
ciates aired  an  election 

broadcast  vowing  to  end 

"cheque  book  journalism" 
which  it  said  was  behind 

attacks  on  her.  Ms  CUIer  has 
sought  to  poach  votes  from 
the  Virtue  party,  which 

replaced  Welfare  after  it  was 
closed  in  1997,  by  describing 

herself  as  the  "guarantor  of 
Islam”  and  having  her  pic- 

ture taken  in  a   headscarf  - 
Islamic  headgear  banned  in 
universities  and  state  offices. 
Looking  for  liberal  support, 
she  has  called  for  democratic 
reforms  and  made  unusually 

bold  attacks  on  the  military 

for  playing  a   role  in  politics. 
And  in  courting  the 

nationalist  vote,  she  accused 
Mr  Ecevit  of  forgoing  Tur- 

key’s right  to  stop  a   Russian 

ship  bound  for  intelligence- 
gathering  an  the  Kosovo 
conflict  (conveniently  forget- 

ting that  Turkey  is  prohib- 
ited by  international  treaty 

from  dosing  the  Bosphorus 
waterway  to  military  vessels 

in  peacetime). 
•   Turkish  authorities  yes- 

terday banned  for  "security reasons"  a   rally  by  Hadep, 

the  largest  pro-Kurdish 
party,  in  Diyarbakir.  the main  city  in  the  Kurdish- 
dominated  south-east,  and 

arrested  300  supporters,  Ana- 
tolia news  agency  said. 

PRIVATE  FINANCE  DRIVE  UK  TREASURY  TASK  FORGE  IS  MODEL 

Deutsche  Bank  ito  join 
Italian  public  projects 
By  fltictarias  Timmins,  Public 
PoKcy  Editor 

Deutsche  Bank  has  teamed 
up  with  Banco  di  Napoli  to 
take  advantage  of  the  Italian 

government’s  declared commitment  to  using  private 
finance  for  public 
infrastructure  projects  such 
as  roads,  bridges,  port 

development  and  water 
development. 
The  government  is  setting 

up  a   private  finance  unit 
inside  the  Italian  Treasury, 

modelled  closely  on  the  UK 
Treasury’s  PFI  task  force,  at 
a   time  when  the  EU 
Commission  is  encouraging 

public/private  partnerships. 
Geoffrey  Spence,  head  of 

project  finance  for  Europe, 
Middle  East  and  Africa  at 
Deutsche  Bank,  said 

yesterday  that  the  Italian 

government  estimates  that 
€63bn  ($6B.4bn)  of 
infrastructure  work  Is 
needed  in  southern  Italy 
over  the  next  10  years. 

“The  concern  is  that unless  they  get  the 
infrastructure  in  place  in 

southern  Italy,  it  won’t grow,  and  the  existing  divide 
between  the  north  and  south 

will  just  widen,”  he  said. The  agreement  to  work 

jointly  brings  Deutsche Bank's  worldwide  project 
finance  expertise,  and  its 
detailed  knowledge  of  the 
private  finance  Initiative  in 
the  UK,  into  partnership 
with  the  local  knowledge  of 
Banco  di  Napoli,  the 
dominant  bank  in  the  south 
of  Italy. 

The  two  aim  to  work  with 
both  the  public  and  private 
sectors  to  provide  advisory 
services,  credit  facilities  and access  to  European  capital 

markets. Local  and  regional 
authorities  are  being  asked 

to  prepare  a   rolling 

programme  of  infrastructure 
projects,  much  of  which  Is 

likely  to  have  to  be  fthanrH privately. 
Frederico  Pepe.  managing 

director  of  Banco  di  Napoli, 
said  that  public  spending 

restrictions  meant  that  “the old  way  of  developing  public 
infrastructure  with  100  per 

cent  public  funds  is  no 

longer  feasible. "The  approach  of  the  past 
is  over.  We  need  to  take  up 

the  project  finance 

approach.” 

Both  banks  acknowledge 

that  they  face  an  uphill  task 
educating  local  authorities 
in  the  use  and  techniques  of 

private  finance. 
“We  have  to  fight  a 

cultural  battle  to  explain 
this,"  Prof  Pepe  said,  while 

Mr  Spence  added:  “It  will 
take  some  time  before  we  see 
the  real  fruits  of  this 

approach”. 

Private  finance  initiatives 
include  infrastructure 

projects  that  can  be 

privately  owned  and  run, sometimes  with  the  injection 
of  public  money. 
With  €10bn  of  water 

projects  alone  needed  tn 
southern  Italy  over  the  next 
three  years,  and  a   private partnership  programme (PPP)  set  to  start  up,  subject 

only  to  final  parliamentary 

approval,  Mr  Spence  said: “There  is  a   lot  of  potential 

development  suitable  for 

PPPs". 

He  stressed  that  the 

agreement  was  limited  to 

project  finance  and  said 
nothing  about  any  further 
possible  involvement  by 
Deutsche  Bank  in  the 
restructuring  of  the  Italian 
banking  sector. 
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Swedish  PM  tries 
to  ride  out  storm 

EUROPE 

hStoefefaotai 

Gflran  Persson,  the  Swedish 
prime  minister,  kept  a   low 
Profile  yesterday  as  he 
attempted  to  limit  damage  tQ 
his  government  caused  by 
the  sudden  resignation  on 
Monday  of  Erik  Asbrink. 
finance  minister. 

“The  Job  must  be  done  and 
wb  will  battle  on,”  Mr  Pers- son said  as  he  entered  a 
closed  meeting  with  mem- 

bers of  the  Social  Demo- 
cratic parliamentary  group 

to  discuss  the  budget,  which 
will  be  announced  today. 
Mr  Persson  came  under 

attack  from  the  media  and 
the  opposition  over  bis  lead- 

ership style,  which  has  hw»n 
characterised  as  authoritar- 

ian and  is  seen  as  the  cause 
of  many  of  the  government's 
problems. 
However,  opposition  tails 

for  a   new  election  had  little 

support 
Senior  colleagues 

remained  publicly  support- 
ive and  a   telephone  survey 

of  SDP  organisations 
throughout  the  country 

showed  he  appeared  to 
retain  members'  confidence as  leader. 

On  his  Ebrst  day  at  work, 
the  new  finance  minister, 
Bosse  Ringholm.  stressed 
continuity  with  his  predeces- 

sor but  added  that  with  his 
background  as  head  of  the 
National  Labour  Board  it 
was  only  natural  he  would 
stress  the  need  for  growth 
and  jobs. 

HI  hope  to  prioritise  Jobs 
and  employment  at  the  m™» time  that  1   realise  that  the 
precondition  for  new  jobs 
and  employment  is  that 
there  is  a   stable  economy, 
that  we  meet  our  budget 

goals  and  have  low  innp«nh 
and  interest  rates,  ”   Mr 
Ringholm  said. 
He  said  after  the  difficult 

years  of  austerity,  whan  the 
government  had  to  restore 
order  in  public  finances,  he 

looked  forward  to  "growth 

with  justice'*. 
Mr  Ringholm  would  not  be 

drawn  on  the  issue  of  Swed- 
ish membership  of  European 

economic  and  monetary 

union,  saying  he  was  unde- 
cided on  the  matter  and 

would  wait  unto  the  party 

had  discussed  it  fuDy  before 
wialring  np  biS  wind. 

"Mr  Ringholm  is  best 
described  as  a   loyal 
co-worker,  ff  Mr  Persson  had 
wanted  an  independent 
finance  minister  he  would 

have  appointed  someone 
else,”  said  Peter  Lindquist, 
HSBC  economist 
He  that  although  Mr 

Ringholm  emphasised  jobs, 

this  was  unlikely  to  end an- 

ger  the  policies  of  fiscal  con- solidation that  have  broad 

support  In  the  government and  the  SDP. 

The  budget  is  expected  to 
show  the  country’s  public 
finances  fn  a   strong  position 
but  to  be  characterised  by 

Mr  Ringhohn's  predecessor’s caution  towards  tax  cuts. 
There  are  also  expected  to  be 
some  details  of  plans  for 
lower  income  tax  at  the  cost 
of  higher  energy  taxes. 

In  the  corporate  sector 
there  is  expected  to  be  pro- 

posals that  win  allow  compa- 
nies to  buy  their  own  shares 

and  a   move  to  allow  com- 
pany accounts  to  be  reported 

in  euros. 

Italian  failures  cited 

in  Mont  Blanc  report 
By  BaliertByaiWBi  Id  Parts 

French  experts  yesterday 
blamed  Italian  failures  for 

exacerbating  last  month’s disastrous  fire  In  the  Jointly 

run  road  tunnel  under  Mont 
Biftp*  in  which  at  least  41 

people  are  known  to  have 

died. 
A   preliminary,  official 

report,  carried  out  at  the 

request  of  tha  French  trans- 
port and  interior  ministries, 

i   said  yesterday  that  Italian efforts  to  activate  a   system 

of  smoke  extraction  inexpli- cably faffed  when  a   Belgian 

lorry  caught  fire  near  the middle  of  the  12.6km  tunnel 
linking  France  and  Italy. 
Instead  of  setting  off  an 

automatic  smoke  extraction 

system,  more  air  was 
pumped  through  vents  in  the 
tunnel,  so  fanning  the 

flames,  according  to  Michel 

Marec,  one  of  the  report’s authors. 
The  Italian  operators  were 

also  taken  to  task  for  appar- 

ently foiling  to  have  at  their 

tunnel  entrance  any  effec- 
tive equipment  to  combat 

fire  before  the  fire  brigade 
arrived  from  the  nearby 
town  of  Courmayeur. 

But  the  report  also  laid 
bare  the  poor  coordination 

between  the  French  aid  Ital- 
ians over  the  tunnel's  secu- 

rity. 

H   detailed  a   long  list  of 

incompatibilities  and 
showed  the  disaster  was  an 
accident  waiting  to  happen 

in  the  ageing  35-year-old  sin- 
gle gallery  tunnel,  which was  HandHrig  too  much  traf- 

fic with  insufficient  fire  pre- 
vention investment.  In  this, 

the  report  said  the  French 
had  as  much  to  answer  as 
their  Italian  colleagues.  Only 

two  joint  safety  exercises bad  been  held  in  26  years 
and  neither  bad  approved 

proper  testing  of  procedures 
inside  the  tunnel.  - 
Yesterday,  Pierre  Duflfe,  a 

senior  civil  servant  who 
headed  the  investigation, 

spoke  of  Italy  and  France 

both  being  "reticent"  over 
safety  because  of  the  com- 

mercial consequences  of 

closing  the  tunnel. 

A   Franco-Kalian  intergov- ernmental commission 
responsible  for  monitoring 

tunnel  operations  met  only 

once  a   year,  and  contained 

no  person  with  specific  com- petence in  security  matters, 

even  though  half  all  Franco- 
Italian  trans-alpine  lorry 
freight  went  through  the 
tunnel 

erase  section  of  PfoirtfflmicliiMwrtoQldng  toward  Italy 

Matters  were  further  com- plicated by  operational 

responsibility  befog  split  in 
the  middle  of  the  tunnel, 
while  the  French  frontier 
covered  7.0km  of  the  tunnel 

Despite  safety  upgrading, 

the  report  noted  that  neither 
side  had  installed  suffi- ciently powerful  smoke 
extraction  systems  and  the tunnel  remained  too  narrow 

and  without  any  alternate 

system  of  evacuation. 
The  report  noted  12  previ- ous fires  involving  trucks, 

the  most  serious  in  1900;  but 

all  were  quickly  brought 
under  control  In  four  cases, 
the  fires  had  been  caused  by 
engines  overheating  to 
pulling  heavy  loads  up  a 

steep  gradient  to  reach  the 
tunnel  which  is  over  1,200ft above  saa  level 

The  death  toll  In  the 
March  24  fire  could  reach  as 
high  as  45.  The  tragedy 

began  just  after  10.45am, 
when  a   Belgian  articulated 
Volvo  truck  carrying  marga- 

rine and  flour  to  Italy  was 

abandoned  on  fire  in  the  cen- 
tral section  of  the  tunnel 

The  report  said  it  was  not 
clear  whether  the  lorry 

caught  fire  inside  the  tunnel 
or  already  had  an  unnoticed 
fire  on  board.  Investigators 

said  yesterday  they  were 

questioning  Volvo,  the  Swed- ish truck  group,  to  check 

any  potential  cause  in  the motor  and  electronics  of  the 
vehicle. 

Volvo  said  it  was  cooper- 
ating with  French  police  and 

anridgnt.  inquiry  experts  into 

the  cause  of  the  fire.  Of  the 
113,000  FH  trucks  produced 

by  Volvo,  fires  have  been 

reported  on  15  vehicles. 
The  wmipany  gntri  ft  hurt so  reason  to  suspect  any 

common  system  fault  on  the 

truck,  tt  added  that  all  previ- 
ous incidents  were  caused  by 

unrelated  problems,  such  as 

hauliers  overloading  electri- cal circuits  or  failing  to maintain  trurim  properly. 

The  fire  was  detected 

almost  simultaneously  by 

French  and  Italian  control- 
lers but  at  least  24  trucks 

and  nin»  light  vehicles  were 

trapped  In  the  blaze  of  tem- peratures dose  to  1,000 degrees.  Fire  fighters  from 
fThamnwi*  anrf  GOURnByeUT 

in  Italy  arrived  within  20 minutes  but  air  blowing 

from  the  Italian  side  com- 
bined with  intense  heat  and 

smoke  made  fighting  the  fire 

impossible. In  these  conditions,  the Waliari  ator  of  primping  jn 

more  air  through  the  ventfl*- tion  ducts  Instead  of  opening 
the  fume  extractors  is 
believed  to  have  played  a 

part. 

Additional  reporting  by  Tim 

Burt  to  Stockholm 

NEWS  DIGEST 

W»  REMAINS  PRIME  MINISTER 

Finnish  parties  agree  to 
form  new  coalition 
Five  political  parties  to  Finland  yesterday  agreed  to  form  a 
new  coalition  government  after  more  than  three  weeks  of 
talks  aimed  at  securing  a   common  poticy  programme.  The 

talks,  initiated  after  inconclusive  results  to  a   general  elec- 
tion last  month,  centred  on  fiscal  policies,  employment  and 

welfare  provision. 

Party  negotiators  from  the  Social  Democrat  and  Conser- 
vative parties  -   the  two  largest  parliamentary  groups  to  the 

so-called  rainbow  coalition  -   also  agreed  on  a   new  alloca- 
tion of  ministerial  portfolios  with  their  partners  from  the  lef- 

tist Alliance,  Green  and  Swedish  Peoples  parties. 

Under  the  multi-party  deal,  Paavo  Upponen,  leader  of 
the  Soda!  Democratic  party,  will  continue  as  prime  minis- 

ter, while  Ns  Conservative  party  counterpart,  Saufi  NlWstfi, 
is  to  remain  finance  minister.  71m  Burt;  Stockholm 

FINANCE  MINISTRY 

New  German appointments 
Cedo  Koch-Weaer,  who  has  spent  the  last  26  yens  rtatog 

steadily  through  the  ranks  of  the  World  Bank  to  Washing- 
ton, has  been  appointed  to  the  top  international  Job  in  the 

German  finance  mintstiy/Mr  Koch-Weaar,  one  of  the 

Bank’s  managing  directors,  will  replace  HetoerFlwebeck, 
the  controversial  Keynesian  economist;  as  secretary  of 
state  for  International  affairs.  A   German  and  BrazBtan 

national  he  has  had  experience  wotktog  with  numeroiB 

governments  across  the  world  since  Joining  the  Bank  as  a 

"young  professional"  in  1973. 
Hans  Btehei,  the  (booming  finance  minister,  haaabo 

appointed  Heiibert  Zttzabbergar,  head  of  the  tax  depart- 

ment at  chemical  company  Bayer,  as  Ms  deputy  responsi- 

We  for  tax  affairs.  Robert  Chota,  Econondca  Erttor  . 

SINGLE  CURRENCY 

Brussels  firm  on  euro  deadline 
The  European  Commbston  yesterday  olviwd  agrfrwt  any 

shortening  of  the  three-year  transitional  period  between
 

the  launch  of  the  euro  last  January  and  the  planned  Intro- 
duction of  bank  notes  and  coins  for  the  stogie  currency  on 

Responding  to  a   Belgian  govamr^ 

transitional  period,  the  Commteston  waned  
mat  “a  reduc- 

tion In  the  three-year  transitional  parted  could  fllve  riM  to 

technical  problems  of  such  severity  as  to  Jeopardise  
the 

smooth  transition  to  the  euro". 
The  Commteston  said  the  time  needed  to  Prod^f  eufo 

coins  and  notes,  the 

technology  systems,  the  complexity  of  «™^piJWto 
administrations  to  the 

possible  claims  agatost  any  decisions  to  Nor
tel Jhethree 

ysarswere  Important  obstacles  to  
toaddlticMT,  It 

stressed  that  a   large  parted* 

Ha tm  fay  to  respecting  deadfties.  Peter  Nov  men,  B
ruinm  , 

EUROPEAN  TRAjCTARPICY      

Inquiry  into  public  access 
Whdrandant  European  ombudsma

n  haaconartnd  ttw 

FuroDoan  Central  Bank  and  two  other  re
cently  created^ 

European  Unton  Institutions  to
  whetiw 

adopted  and  publicised  rules  
on  public  access  to  their —   

<*SS?Md«man,  the  ombudsman  appointed  ̂  

European  Parflament  to  Investigate  
pow*Je 

SS&tan;  launched  *e 

^^Tmonlhs  to 
 Which  to  respond.  Ftetor  

Norman 

ROUBLE  EFFECT      

Russian  output  up  2.5% 

stiongthened   .   _   trv-aihr  Produced  goods. 

The  F&assten  MM*  anatvsed  the  data  based 

Move  fast  enough 

and  it’s  nectar 

nectar 

nectar 

These  days,  It’s  not 

only  what  you  know-ffs  how  fast 

you  know  it,  and  how  fast  you  can  gst  it  into 

the  right  hands.  Our  network  of  people  to  more 

than  130  countries  has  the  knowledge  to  help 

you  get  results.  Together,  we  can  move  forward 

faster  faster  faster.  Start  humming, 

www.ey.com 
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FINANCIAL  TIMES  WED
NESDAY  APRIL  141999- THE  AMERICAS   

US  ELECTION  FUNDING  A   RECORD  LOW  OF  ABOUT  12  PER  CENT  OF  TAX  FILERS  CHECKED  OFF  THE  PUBLIC  DONATION  BOX  ON  THEIR  TAX  FORMS  IN  1998 

Americans  start  to  shun  campaign  donations 
By  Deborah  McGregor 
in  Washington 

As  millions  of  Americans 

scrflTPhte  to  meet  tomorrow's 
tax  filing  deadline,  federal 
election  officials  are  hoping 

people  will  do  one  small 
task:  put  a   check  mark  in 
the  small  box  on  the  tax 

form  to  send  S3  to  the  presi- 
dential campaign  fund  that 

serves  as  the  main  pot  of 

public  money  for  election 
spending. 

It  Is  a   part  of  the  annual 

tax-time  ritual  that  has 

fallen  off  the  priority  list  for 

an  Increasing  number  of  tax 
filers  in  recent  years,  giving 

rise  to  concerns  that  there 
will  not  be  enough  money  to 

go  around  next  year  when 
primary  candidates  from 
both  parties  try  to  collect  the 
public  matching  funds  to 
which  they  are  entitled. 
A   record  low  of  about  12 

per  cent  of  tax  filers  -   fewer 
than  15m  -   checked  off  the 

public  donation  box  in  1998. 
That  was  down  dramatically 

from  twenty-five  years  ago 
when  the  check-off  was  first 

introduced,  drawing  one  in 
four  tax  films  to  donate. 

The  decline  is  attributed  to 

a   growing  sense  of  citizens' alienation  from  the  political 

process.  "In  recent  years, 

people's  anger  at  the  govern- ment and  disillusionment 

with  politics  generally  have 
led  them  to  see  this  as  sim- 

ply throwing  money  at  the 

politicians  and  they  don't 
want  to  do  it  any  more."  said Ed  Davis,  a   campaign 

finance  analyst  with  Com- 

mon Cause,  a   citizens'  group 
that  lobbies  for  accountabil- 

ity in  government. The  money  raised  through 

the  check-off  is  used  for  sev- 
eral purposes.  It  provides 

funding  for  the  parties'  nom- inating conventions.  Repub- 
licans will  bold  their  conven- 

tion in  Philadelphia  next 
summer,  while  Democrats 
have  chosen  Los  Angeles. 

The  public  funds  are  also 
used  to  pay  for  the  expenses 
of  the  general  election. 

although  not  for  any  individ- 
ual campaigns,  which  still 

rely  on  the  traditional  fund- 
raising techniques  that  have 

drawn  much  criticism  in 
recent  election  cycles  but 
which  no  one  has  mustered 
enough  support  to  change. 
The  main  impact  of  the 

financing  shortfall  will  be 
felt  in  the  matching  funds 

for  primary  candidates.  Can- didates can  qualify  for 
matching  funds  by  raising  at 
least  $5,000  in  each  of  20 

states.  Only  contributions 

from  individuals  are  match- able  at  a   rate  of  $250  per 

donation. 
Officials  at  the  Federal 

Election  Commission 

suggested  that  it  is  unclear 

just  bow  much  of  a   shortfall will  eventually  emerge,  but 
it  is  likely  to  result  in  a 

much  lower  payout  to  pri- 
mary candidates  starting next  January. 

Ironically,  the  tax  form 
check-off  was  originally 

established  in  the  post- 
Watergate  era  as  a   way  to 

clean  up  the  perceived 

abuses  in  campaign  finance 

practices  and  relieve  the  reli- ance on  large  corporate 
donations  in  the  US  system. 

It  was  felt  that  individual 

contributions  would  be'one 

way  to  of&et  the  dominance 
of  hig  business  and  big  gov- 

ernment in  politics.  Instead* many  individuals  seem  to  be 

turning  away  from  contri- buting to  a   campaign  system 

they  see  as  increasingly  cor- rupt and  awash  in  special 
interest  cash. 

Neighbours  raise  their  barricades  as 

Colombian  factions  export  violence 
Some  observers  feel  the  danger  is  being 
overplayed  by  regional  leaders  keen  to 
make  political  capital,  FT  writers  report 

The  dense  rain  forests which  carpet  Colombia's 
border  with  Panama  pro- 
vide the  perfect  cover  for  the 

extensive  movement  of 

drugs,  weapons  and  the 

activities  of  Colombia's  war- 
ring armed  factions. 

The  Darien  Gap  -   as  the 
area  is  known  -   appears  to 
be  turning  into  the  centre  of 
border  friction  between  war- 
torn  Colombia  and  Us  peace- 

ful northern  neighbour.  Last 
week  Ernesto  Perez  B,i!  la- 
dares,  president  of  Panama, 
said  he  would  send  police 
units  to  the  border  area.  But 
Colombian  violence  is  not 

just  spilling  over  into  Pan- 
ama. 
Since  the  beginning  of 

March  three  other  neigh- 
bours -   Ecuador.  Peru  and 

Venezuela  -   have  beefed  up 
their  military  presence  to 
protect  their  frontiers  with 
Colombia. 

Early  last  month  Ecuado- 
rean soldiers  were  sent  to 

protect  oil  installations  near 
the  border  area,  while  Vene- 

zuela now  bas  30.000  troops 
deployed  along  its  2.219km 
frontier  with  Colombia.  The 
Peruvian  government  has 
sent  troops  to  the  border,  set 
up  new  border  control  posts 
and  reinforced  its  airforce  in 

the  Amazonian  town  of  Iqid- 
tos. 

Underpinning  these  devel- 
opments has  been  a   steady 

increase  in  guerrilla  fighting 
in  Colombia,  especially  in 
thinly  populated  and  poorly 
policed  border  regions.  In 
spite  of  the  renewal  of  peace 
talks  with  leaders  of  the 

Revolutionary  Forces  of  Col- 
ombia (Fare)  and  representa- 

tives of  President  Andres 

Pastrana’s  government,  few 
observers  hold  out  any  hope 
of  a   quick  settlement  to  the 
conflict. 
Both  Fare,  the  biggest  of 

several  leftwing  guerrilla 

groups,  and  rightwing  para- 
military forces  frequently 

pay  scant  attention  to 
national  borders.  Guerrillas 

of  Fare,  now  stronger  than 

at  any  time  in  its  35-year  his- 
tory with  12,000-15,000  mem- 

bers. flee  to  sanctuaries 
across  the  bonier  in  Ecuador 
and  Panama,  in  Panama 

they  have  been  pursued  by 
paramilitary  units. 

Fare  bas  conducted  its 
extortion  and  kidnapping 
rackets  in  the  Venezuelan 
border  states  of  Tachira. 
Apure,  Barinas  and  Zulia. 

“We  pay  the  guerrillas  more 
than  we  do  in  taxes,"  said 
one  Venezuelan  business- 
man. 

During  a   recent  visit  to 
the  border  town  of  Guas- 
dualito  in  Apure  state,  Hugo 

ChaVez,  Venezuela's  presi- dent, threatened  to  retaliate 

against  Colombian  guerrillas 

If  they  “act  in  our  territory*". Some  observers,  including 
General  Charles  Wilhelm, 
commander  of  the  US 

Army's  Florida-based 

PANAMA 
VENEZUELA 

Southern  Command,  have 

argued  that  these  conflicts 

could  threaten  regional  sta- 
bility. However,  others  sug- 

gest that  the  dangers  are 
being  overplayed  and  that 
regional  leaders  could  be 

using  the  incidents  for  their 
own  political  purposes. 
Alberto  Fujimori,  presi- 

dent of  Peru,  whose  success- 
ful elimination  of  the  Shin- 

ing Path  guerrillas  won  him 
fame  as  a   hardliner,  has 
been  the  most  vociferous 

regional  head  of  state  to 
draw  attention  to  border 

problems.  But  there  has 
been  no  significant  incident 
in  the  border  area  between 
the  two  countries  for  several 

years. 

Analysts  say  Mr  Fujimori 
is  keen  to  create  a   new  focus 
for  nationalist  sentiment 

ahead  of  next  year's  presi- 
dential elections,  and  follow- 

ing a   settlement  of  Peru’s 
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long-running  border  dispute 
with  Ecuador  last  year. 

"The  high-profile  way  Fuji- 
mori deployed  troops  to  the 

Colombian  border  definitely 

BRAZIL 

suggests  that  be  is  trying  to 
drum  something  up  with  all 

of  this  issue."  said  Adam Isaacson  of  the  Centre  for 

International  Policy,  a   Wash- 

Kidnap  wave  grows  as  passengers  seized 
By  Adam  Thomson  in  Bogota 

Uniformed  Colombian 

gunmen  have  kidnapped  the 
passengers  of  a   commercial 
flight  in  what  appears  to  be 
an  alarming  escalation  of 

action  by  the  country’s leftwing  guerrillas. 
The  41  passengers  and  five 

crew  members  of  a   domestic 

flight  bound  for  the  capital, 
Bogota,  were  reported 

missing  on  Monday  minutes 
after  the  52-seater  Fokker 
aircraft  took  off  from  the 

city  of  Bucaramanga. 
Later  that  afternoon 

witnesses  saw  an  armed 

group  forcing  the  civilians off  the  aircraft,  which  had landed  safely  on  a 

clandestine  runway  in  the 
north  of  the  country. 

Business  leaders  on 

Monday  night  fiercely 
condemned  the  kidnapping. 
The  largest  rebel  group,  the 
Revolutionary  Armed  Forces 
of  Colombia  (Fare),  raises 

approximately  60  per  cent  of 
its  multi-million  dollar 
income  through  abduction. 

This  has  helped  Colombia 

become  the  world's  leader  in 
kidnappings,  with  more  than 
2.000  last  year  alone. Rebels  typically  set  up 

impromptu  roadblocks  and 
kidnap  up  to  40  people  at  a 
time  in  the  hope  that  one  or 
several  of  the  victims  are 
rich  or  important  enough  to 

pay  a   handsome  release  fee. 

But  the  application  of  the 
“lucky  dip"  strategy  to  air 
travel  would  threaten  a 

method  of  transport  thus  for considered  immune  to 

guerrilla  activity. The  incident  comes  just  a 
week  before  Fare  is  due  to 

renew  talks  with  President 

Andrts  Pastrana’s government. 

Panama 

FARC  and  Paras  frequently  cross 

barter.  Area  of  gun-running  and  drug 

Venezuela ON  and  FARC  often  enter  country. 

U»  fftxpa  haw  taken  to  otturtion 

and  even  Kidnapping 

Pen 

FARC  cross  border  but  tola  is  one  of 

tte  quietest  frontiers 

Ecuador 

BWChare  adopted  Ecuador  as  a   Mnd of  sanctuary  tram  Cotemtaan 
authorities.  They  do  not  cause  many 

problems  here A   National  Liberation  Amy 

guenflasfBiQ 

B   RevoWJonaiy  Aimed  Forces  - 

of  Colombia  (FARC) 

C   Rfgm-wmg  paramCtery 

grcxps  (Paras) 

Lngt on-based  non-govern- mental organisation. 

Some  analysts  say  that  the 
border  incidents  arising 

from  Colombia's  armed  con- flict are  now  less  severe  than 
they  were  in  the  past. 
"When  the  situation  was 

worse  there  was  less  reac- 
tion. Now  that  the  situation 

has  died  down  everyone  is 

up  in  arms."  said  Alfredo 
Rangel,  of  the  Bogota-based 

NGO  Fun  dad  6n  Social.  "Nei- ther Fare  nor  the  paramili- 
tary groups  have  any  desire 

to  export  the  conflict.” Reports  from  Adam  Thom- son in  Bogota,  Sally  Bowen 
in  Lima  and  Raymond  Colitt 
in  Caracas. 

Kevorkian 

sentenced 

to  at  least 

10  years By  NBdti  Taft  ffljdEWne 

Sawcyzk  in  Chicago Jack  Kevorkian,  the 

prominent  US  euthanasia 

advocate  who  claims  tir  have 
assisted  in  the  deaths  of more  than  130  people  since 

1990.  was  yesterday  sen- 

tenced to  between  10  and  25 

years  in  jaiL 
Yesterday's  sentence 

requires  that,  at  least  10 

years  be  served. 

Judge  Jessica  Cooper's sentence,  handed  down  in  a 

Michigan  courtroom.  -   fol- 
lowed a   jury  verdict  last 

month  which  found  the 
retired  pathologist  guilty  of 

second  degree-  murder  in  the death  of  Thomas  Youk,  a 

sufferer  of  Lou  Gehrig’s  dfe- 

ease. 
The  jury  had  also  found  Dr 

Kevorkian  guilty  of  unlaw- 

fully administering  a   con- trolled substance  when  he 

injected  Mr  Youk  with  lethal drugs. 
“You  invited  yourself  to 

the  wrong  forum,"  Judge Cooper  told  Dr  Kevorkian. “We  are  a   nation  of 

laws . . .   you  must  always 
stay  within  the  limits  of  the 

law." 

Judge  Cooper  said  Dr Kevorkian  had  been  out  on 
bond  to  another  judge  when 

he  injected  Mr  Youk:  had 
not  been  licensed  for  eight 

years;  and  had  deliberately 

videotaped  Mr  Youk's  death and  released  tbe  film  to  a   TV 
network  in  an  effort  to  force 
the  courts  to  decide  on  the 
euthanasia  issue. 
When  first  charged  with 

murder,  the  70-year-old,  who has  had  numerous  brushes 
with  the  law  and  survived 

several  trials  on  assisted  sui- 
cide charges  without  being 

jailed,  suggested  he  would starve  himself  to  death  if 
incarcerated,  though  he  has 
backed  away  from  this. 

Dr  Kevorkian  acted  as  his 

own  lawyer  during  the  trial, 
a   decision  which  led  to 
courtroom  confusion  and 

appeared  to  hamper  legal 
presentation  of  his  case,  but 
handed  responsibility  back 

to  his  legal  advisers  once  the 
jury  considered  its  verdict 
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*yi!?.”E.T  *9_CESS  W   CHINA  new  system  will  cost  LESS  THAN  PCs  and  allow  use  of  tv  sets  as  monitors 

Chinese  to  compete  with  Microsoft 
bi  Beijing 

A   Chinese  company  is 
planning  to  challenge  Micro- 

soft’s latest  project  in  China, which  promises  mass  access 
to  the  internet  by  allowing 
people  to  use  their  televi- 

sions as  monitors. 
The  launch  of  “Nuwa”.  an 

operating  system  created  by 
the  Software  Engineering 
Centre  (SEC)  of  the  govern- 
meat's  think-tank,  the  Chi- nese Academy  of  Sciences,  is 
intended  to  compete  directly 
with  the  “Venus”  project announced  last  month  by 
Bill  Gates,  chairman  of  the 
world’s  biggest  software company. 

The  main  selling  point  of 
both  new  systems  will  be 
“at  the  software  needed  for 
television  access  to  the  intet- 
net  can  be  loaded  on  to  a 
video  compact  disc  fVCD)  or 
set-top  box.  which  will  cost 
much  l^s  than  a   personal 
computer. 
The  announcement  that  a 

Chinese  company  plans  to 
rival  a   service  unveiled  by 
Microsoft  Just  a   few  weeks 

ago  underlines  how  rapidly domestic  businesses  respond 
to  product  innovations  in the  Chinese  market 

Zhang  Xichang.  director  of 
the  SEC.  acknowledged  that 
the  Nuwa  service  had  no 
technological  advantages 
over  the  Venus  system. 

“We  also  cannot  compete 
with  the  market  reputation 

of  Microsoft,'’  be  said  in  a 

report  published  in  the' state- owned  China  Daily. 

However,  the  company  has 

established  partnerships 
with  more  than  30  domestic 

electronics  companies  and 
plans  to  roll  ont  the 
product  later  this  year. 
China  has  317m  tele- 

vision sets,  40m  VC D   players 

and  25  per  cent  telephone 
penetration,  according  to 
Ministry  of  Information 
industry  figures  quoted  in 
the  report. 
Mr  Zbong  suggested  there 

was  a   great  opportunity  for 

development  of  the  set-top 

box  product:  “We  Chinese 

should  win  a   big  share  in 

such  a   large  potential  mar- 

ket.” 

Microsoft  hopes  the  Venus 

project  will  expose  millions 
more  people  to  the  internet and  is  working  with  some  of 

the  best-known  names  in 
the  Chinese  electronics 

market  to  develop  the  prod- 

uct 

Liu  Chuanzhi,  president 

of  Legend,  China's  largest 
personal  computer  maker 

and  one  of  Microsoft's  part- ners in  the  Venus  project, 

was  quoted  as  saying: 
“The  introduction  of  the 

Venus  project  will  mean 
ordinary  Chinese  families 
can  enjoy  the  internet  in  a 

cheap  way." 

In  China's  personal  com- 
puter market,  the  rise  of 

companies  such  as  Legend 
has  resulted  in  foreign  PC 

makers  losing  market  share 
to  rapidly  emerging  domes- tic rivals. 

Compaq  Computer  of  the 

US,  for  example,  was  China’s market  leader  in  1994  with  a 

21  per  cent  share  of  the  mar- ket, but  it  now  has  9   per 
cent  while  Legend  has  1 15 

per  cent,  according  to  Chi- nese market  figures. 

Recently,  Hewlett-Packard and  IBM  have  been  offering 
desktop  computers  at 

sharply  cheaper  prices  in 
order  to  win  back  market 

share  from  Chinese  competi- 
tors. 

environment  case  ecology  groups  win  ruling  in  bid  to  save  turtles  from  being  trapped  in  nets 

Legal  wrangle 
engulfs  US 
shrimp  dispute 
By  Nancy  Dunne  in  Washington 

A   coalition  of  US 

environmental  groups  yes- 
terday said  it  had  won  an 

initial  ruling  from  the  US 
Court  of  International  Trade 

(CIT)  which  could  handicap 
US  efforts  to  comply  with  a 
decision  by  a   World  Trade 

Organisation  dispute  settle- 
ment panel. 

The  ruling  by  the  Mew 
York  court  pits  the  issue  of 
national  sovereignty  against 
US  obligations  to  abide  by 

the  WTO  judgments  -   a   con- 
flict US  trade  officials  try 

hard  to  avoid. 
However,  environmental 

groups  forced  the  issue  by 

appealing  against  the  US 
plan  to  comply  with  the 
WTO  ruling  against  US 
efforts  to  protect  turtles 
from  becoming  trapped  in 

nets. Six  of  the  seven  species  of 
turtles  in  the  world  are 
listed  as  endangered  an  the 
US  Endangered  Species  Act 
list,  the  World  Conservation 
Union  Red  list,  and  by  the 

Convention  on  Migratory 

species. It  is  estimated  that  150,000 
turtles  drown  in  shrimp  nets 
each  year. 

However,  in  April  1998  a 
WTO  dispute  settlement 
panel  upheld  a   challenge  by 
India,  Pakistan,  Malaysia 
and  Thailand  against  a   US 

embargo  on  imported  shrimp 

from  nations  without  pro- 
grammes which  reduce  the 

number  of  turtles  caught  in 
nets.  The  only  known  means 

of  protecting  turtles  is 
through  the  use  of  turtle 
excluder  devices,  known  as 
TEDs. 

To  satisfy  the  WTO  panel, 

the  State  Department  tin- 
kered with  its  regulations 

and  proposed  allowing 

shrimp  imports  from  coun- 
tries without  turtle  protec- 

tion statutes  hut  which  were 

willing  to  certify  that  indi- 
vidual shipments  of  shrimp 

were  caught  in  nets  using 

TEDs. 
Environmental  groups  say 

the  US  can  only  provide  real 
protection  for  turtles  with 

Ttrtfe-safe  ahrimp  nets  m   uae  off  the  coast  of  Georgia,  US.  Bndrenmentaliste  object  to  a   WTO  fufins 
against  a   US  ban  on  Imports  of  shrimps  caught  with  nets  that  can  trap  rare  turtles  AP 

u   nation-by-nation"  stan- 
dards, which  require  the  use 

of  TEDs  by  all  trawlers. 
"The  CUT  ruling  will  com- 

pel the  US  to  return  to 

nation-by-nation  standards, " said  Peter  Fugaxzott o   of  the 

Sea  Turtle  Restoration  Proj- 
ect, one  of  t   he  groups  which 

filed  the  case. 

A   State  Department  offi- 

cial said  the  CTT  ruling  is 

likely  to  go  to  appeal. 
m   the  meantime,  the  US 

win  continue  efforts  to  get  a 
multilateral  agreement 

among  countries  on  the 
Indian  Ocean  to  protect  the 
sea  turtle. 
“Countries  feel  species 

protection  is  a   sovereign 

issue  and  shouldn’t  be  sub- 

ject to  the  manipulation  of 

the  US.”  he  said. 
The  multilateral  approach 

was  recommended  by  the 

WTO  panel.  The  US 
attempted  to  get  talks  going 

before  the  WTO  decision  but 
was  rebuffed.  However,  since 

the  panel  ruling  there  has 

been  mare  support  for  nego- 
tiations, the  official  said. 

Clinton 

Tailed’ 

on  China 

deal 
By  Mark  Suzman  and  Haocy 
Dunne  ta  Washington 

US  senators  yesterday 
criticised  the  White  House 

for  falling  to  secure  a   deal with  China  on  its  joining  the 

World  Trade  Organisation 
but  said  they  hoped  an 

agreement  could  still  be reached. 

Prank  Murkowski,  an 

Alaskan  Republican, 

expressed  concern  that  “lack 
of  political  will  within  the 
White  House”  had  prevented 
President  Bill  Clinton  sign- 

ing a   deal  with  Chinese  Pre- mier Zhu  Rongji  during  a 

visit  to  Washington  last 
week.  “The  White  House 
should  not  blame  a   poisoned 

atmosphere  in  Congress  for 

killing  a   deal  that  they  are 
too  timid  to  put  forward,”  he 
said  at  a   bearing  of  the  Sen- 

ate finance  committee.  “A 
good  economic  deal  may 
indeed  have  been  sacrificed 
on  the  altar  of  political  inep- 

titude, incompetence  or 

expediency.” 

Speaking  at  the  hearing, 
Charlene  Barshefsky.  US 
trade  representative, 
defended  the  decision  to 

delay  making  a   final  rfaal- She  said  that  while  China 
had  made  a   wide  range  of 
concessions  during  trade 

negotiations,  several  prob- 
lems needed  to  be  resolved. 

In  particular,  more  work 
needed  to  be  done  on  issues 
such  as  banking,  securities 

and  dumping  regulations. 

However,  she  expressed 
optimism  that  an  agreement 

would  be  reached  in  the  “not 
too  distant  future”  and rejected  the  charge  that 
China  might  walk  away 

from  the  deal.  “1  do  think the  Chinese  will  continue  to 

engage  with  us  because  they 
do  see  light  at  the  end  of  the 

tunnel." 

According  to  several 
reports.  President  Clinton 
and  Premier  Zhu  virtually 
concluded  a   market  access 

package  but  the  US  decided 
to  wait  until  the  domestic 
political  atmospbere 
improved  before  announcing 
it 

NEWS  DIGEST SEMICONDUCTORS  _ 

Taiwan  to  investigate 

anti-dumping  complaints 

Taiwan  has  agreed  to  investigate  an  anti-dumping 
complaint  by  the  island’s  semiconductor  industry  against 
US  memory  chip  makers  including  Micron  Technology.  The 

investigation  follows  a   series  of  similar  actions  try  US  chip- 
makers,  including  Micron,  against  Taiwanese  rivals. 

Analysts  said  it  was  not  clear  if  the  economics  ministry's decision  to  investigate  the  complaint  by  the  Taiwan  Semi- 
conductor Industry  Association  would  result  in  punitive 

measures. 
The  ministry  said  it  would  make  a   final  ruling  in  Novem- 

ber on  whether  Micron  and  US  chipmaking  units  of  South 
Korea's  Samsung  and  Hyundai  Electronics  dumped 
D-Rams,  or  dynamic  random-access  memory  chips.  In  the 
Taiwanese  market.  US  officials  have  been  considering  sim- 

ilar allegations  against  Taiwanese  chipmakers. 

Falling  prices  caused  by  over-capacity  in  the  volatile 
memory  chip  market  have  sent  many  manufacturers  into 
the  red  and  prompted  complaints  of  unfair  pricing. Mure  Dickie,  Taipei 

PANAMA  CANAL 

Year  2000  alert  for  shipping 

The  Panama  Canal  is  to  insist  that  ships'  computer-guided 
systems  are  Year  2000  compliant  when  they  use  the 

waterway  at  the  beginning  of  next  year.  Vessel  owners, 

operators  or  captains  win  have  to  show  that  ships'  steering 
and  propulsion  systems  and  power  plants  will  not  fail  due 
to  embedded  microchips  not  recognising  the  change  of 
date  from  1909  to  2000.  Controls  such  as  tug  escorts 

could  be  imposed  on  vessels  not  able  to  demonstrate 

adequate  computer  systems. 
Any  ‘millennium  bomb*  problems  on  January  1   would  be 

highly  embarrassing  given  that  they  would  come  at  such  a 
crucial  time  for  the  canal.  Its  ownership  and  administration 

is  due  to  transfer  from  tee  US  to  Panama  at  midday  on 
December  31. 

Miguel  Rodriguez,  the  acting  chairman  of  tee  canal’s 
board  of  local  inspectors  of  vessels,  said:  "Since  we  oper- 

ate shq?s  in  confined  spaces,  we  are  concerned  about  the 

potential  problems  this  might  represent  to  tee  canal.”  Up to  40  ships  use  tee  canal  each  day,  often  passing  through 
locks  with  barely  a   metre  of  clearance. 
James  Wilson,  Panama  City 

POULTRY  TRADE 

Mexico  puts  pressure  on  US 
Mexico  has  imposed  phytosanitary  restrictions  on  US 
poultry  products  in  a   bid  to  pressure  the  US  into  opening 
its  market  to  Mexican  livestock.  US  exporters  say  the 

measures  will  cost  them  $50m-$100m  in  lost  trade.  The 
new  animal  health  regulations,  which  went  into  effect  on 

Monday,  are  the  first  time  Mexico  has  tried  to  restrict 
imports  of  livestock  products.  The  rules  require  the  US  to 
test  for  a   low  grade  form  of  avarian  influenza,  a   poultry 

disease.  Mexico  is  the  only  country  to  require  tee  testing 

procedures  which  are  not  compatible  with  US  practices. 
Few  producers  are  willing  to  make  the  costly  transition, 

which  they  say  has  no  scientific  basis. 
Andrea  Mandel-CampbeU,  M6rida,  Yucatan 
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China  admits  to  12,000  wrongful  verdicts 
By  James  Hanfing  in  Beijng 

China  yesterday  offered  an 

unusually  frank  assessment 

of  the  problems  it  faces 

implementing  the  rule  of 

law,  reporting  12,000  wrong- 
ful court  judgments  and 

prosecution  of  7,000  judicial 

officials  and  law  enforce- 
ment officers  for  bribery  and 

abuse  of  power  last  year. 
The  show  of  transparency 

and  self-censure  in  the  Chi- 
nese legal  system  coincided 

with  a   statement  from  Bei- 

jing defending  China's record  on  human  rights. 

The  State  Council  ( cabi- 

net; released  a   13,000-word 
report  listing  improvements 

in  China's  human  rights  sit- 
uation in  1998,  a   riposte  to 

the  ITS  move  this  week  to 
criticise  Beijing  at  the  UN 

Human  Rights  Commission's annual  meeting  in  Geneva. 

The  Chinese  human  rights 

report,  carried  by  the  official 
Xinhua  news  agency,  said 
that  millions  of  people  had 

been  lifted  from  poverty. 

with  Tibetans  being  given  a 

greater  role  in  government. 

But  Beijing  did  not  men- 

tion the  government’s  crack- down on  the  banned  China 

Democracy  party  at  the  end of  last  year. 

Leading  pro-democracy 
activists  who  set  up  the 

largely  symbolic  opposition 

party  were  given  prison  sen- 
tences of  between  11  and  13 

years  at  the  end  of  1998  on 

charges  of  seeking  to  over- 
throw the  Chinese  state. 

China,  which  argues  that 

meeting  the  economic  and 
social  needs  of  its  huge  pujr- 
ulation  must  take  priority 

over  political  rights,  con- ceded U   had  its  faults  but 

called  for  dialogue  rather 
than  confrontation  un 

human  rights:  “The  Chinese 
government  is  willing  to 

learn  from  other  countries' 
useful  experience  in  promo- 

ting human  rights". On  Monday,  the  US  critic- ised China  for  continuing  to 
harass  and  detain  democracy 

campaigners. 

Frank  Loy.  US  under-sec- 
n-tary  of  state  for  global 

dtl.’Jirs.  told  the  UN  human 
rights  body  that,  while  there 

had  been  improvements,  “a 
huge  amount  of  progress 

remains  to  be  made". 
The  mishandling  of  legal 

cases  also  reported  yester- 

day was  intended  to  show 

how  China  has  "strength- 
ened human  rights  protec- 

tion efforts  in  every  aspect 

of  law  enforcement’'. 

China  had  nearly  1,500 

cases  involving  illegal  cus- 

tody, forced  confessions, retaliations  or  frame-ups,  the 

official  statement  said.  Gov- 
ernment departments  have 

also  granted  compensation 
to  161  litigants  involved  in 
mishandled  cases  and 
redressed  excessive  periods 

of  detention  in  729  criminal 

cases. 

Courts  had  re-examined 
4.56m  cases  altogether,  find- 

ing misjndgments  in  some 
12,000  cases.  More  than 

11,600  cases  had  been  cor- rected. 

Malaysia  tones  down  rhetoric 

in  face-off  with  Singapore 
Tensions  have  given 
place  to  sharing  in 

today’s  defence 
exercises,  writes 
Sheila  McNulty 

Malaysia  and  Singapore 
today  launch  joint 
defence  exercises  that 

represent  a   sharp  turnround 

from  last  year,  when  it 
seemed  they  were  aching  to 
fight  each  other. 
The  exercises  are  to  be 

conducted  in  the  context  of 
the  Five  Power  Defence 
Arrangements  (FPDAJ, 
suspended  last  year  when 
Malaysia  startled  its  four 
partners  by  withdrawing 
from  regular  exercises  in 

August  saying  it  would  reas- 
sess its  membership. 

Kuala  Lumpur  gave  the 
economic  crisis  as  the  rea- 

son; diplomats  felt  sure  that 
its  insecurity  compared  with 
Singapore,  which  has  fared 
better  throughout  the  crisis, 
was  a   factor. 

Malaysia  cited  tensions 
with  Singapore  over  a   long 
list  of  disputes,  ranging  from 

Malaysia's  refusal  to  close  a 
railway  station  on  Singa- 

pore's territory  to  Singa- 
pore’s refusal  to  loosen 

curbs  on  the  release  of 

money  Malaysian  workers 

contribute  to  Singapore's 
national  pension  fund. 

Malaysia  even  went  so  far 
as  to  seize  control  of  air- 

space it  had  shared  with 
Singapore  for  decades. 

With  the  administration  of 
Mahathir  Mohamad  under 
pressure  after  the  sacking  of 
Anwar  Ibrahim,  his  popular 

deputy,  analysts  say  he  used 
Singapore  as  a   bogeyman  to 
stoke  nationalism  and  rally 
support. 

Diplomats  believe  Singa- 
pore heightened  its  guard 

when  relations  were  most 
strained,  though  Gob  Chok 

Tong,  its  prime  minister, 
denied  that  in  an  interview, 

playing  down  the  signifi- cance of  recent  efforts  to 

upgrade  its  armed  forces. 

In  March,  Singapore 

agreed  to  buy  eight  US-made 
Apache  attack  helicopters 
and  shipped  eight  jet  aircraft 
to  France  so  its  pilots  could 
train  in  Europe. 
“We  have  a   philosophy  of 

constant  expenditure  every 

year,"  Mr  Gota  said.  The defence  ministry  tries  to 

keep  it  to  about  5   per  cent  of 
gross  domestic  product, 
which  far  19984)9  amounted 
to  S$7.3bn  (US$4. 3bn). 
“Equipment  has  to  be 

replaced  every  year,  so  there 

is  a   cycle  for  replacing  air- 
craft ships  and  so  on.  If  we 

haven't  got  the  funds,  we'll 
not  be  replacing  them.  Since 
we  have  the  funds,  the  pro- 

gramme of  replacing  them 

carries  on." 

Not  only  do  such  regular 
purchases  keep  Singapore 

prepared,  but  its  numerous 
training  missions  abroad 
serve  to  tie  in  foreign  coun- 

tries to  the  defence  of  the 

city-state’s  3m  people. 
Singapore  took  another  big 

step  early  in  the  economic 
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Singapore  agreed  to  buy  eight  US-made  Apache  attack  hcficoptare  in  March 

crisis  when  it  offered  the  US 
naval  berth  facilities. 
Teo  Chee  Hean.  second 

defence  minister,  said  Singa- 
pore bad  long  believed  the 

US  presence  in  the  Asia -Pa- 
cific region  was  vital  far  sta- bility. 

Diplomats  say  security 
relations  between  Singapore 

and  the  US  are  growing  bet- 
ter. Malaysia  meanwhile,  is 

strengthening  ties  with  Rus- 
sia. They  were  reported  to 

have  signed  a   pact  this 

month  to  increase  defence 
cooperation. 
Abdullah  Fadzil  Che  Wan, 

Malaysia's  deputy  defence 
minister,  told  the  local 
media  that  the  country  was 
being  forced  to  cut  weapons 
purchases  and  production  by 

up  to  30  per  cent  because  of 
the  economic  recession. 

Last  year’s  budget  set 
aside  M$8.73bD  fUSJ2-3bn) 

for  security  and  defence.  The 
Defence  Ministry  was  also 

reducing  the  intake  of  regu- 
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innovation  drives  the  semiconductor  industry. 

.   For  more  than  30  years  Applied  Materials  has 

:   provided  reliable  leading-edge  technology  to  die 

worlds  ciiipmaker*.  Whether  ir\  unique  solutions 
i 

for  high-speed  transistors,  or  a   production- worthy 

approach  to  advanced  copper  interconnect,  the 

industry  turns  to  innovative  technologies  from 

Applied  Materials.  But  perhaps  our  most  significant 

innovation  is  our  ability  to  reduce  our  customers' 

risk  as  wc  help  them  become  more  productive. 

-To ci!  Innovation.  One  ot  the  Total  Solutions  from  Applied  Materials. 

THE  INFORMATION  AGE  STARTS  HERE 
APPLIED  MATERLALS' 

lar  soldiers  to  focus  on  build- 
ing voluntary  units. 

But  despite  being  farced  to 
admit  it  is  cutting  back 

while  Singapore  forges 
ahead,  Malaysia  has  toned 
down  its  rhetoric  against  its 
neighbour. 
Abang  Abu  Bakar  Abang 

Mustapha,  defence  minister, 

says  Malaysia  takes  seri- ously the  FPDA  exercises, 
and  wants  to  build  them  into 
its  defence  strategy.  So  this 

year's  games  will  go  on. 

Malaysia 

prepares 
for  Anwar 
verdict 
By  Sheila  McNulty In  Kuala  Lirapur 

Malaysian  police  armed  with 
batons  took  up  position  last 
night  around  the  High  Court 
in  Kuala  Lumpur,  where  a 

judge  is  to  announce  his  ver- dict today  in  the  politically 

charged  case  of  Anwar  Ibra- him. the  sacked  deputy 

prime  minister. 
A   truck  mounted  with  a water  cannon  was  parked 

nearby  to  break  up  any  dem- 
onstrations. But  as  dusk 

turned  to  darkness,  the  tens 
of  thousands  who  had  taken 
to  the  streets  in  protest  after 
Mr  Anwar  was  sacked  for 

being  “morally  unfit"  to  suc- ceed Mahathir  Mohamad  as 

prime  minister  were 
nowhere  to  be  seen. 

The  mass  rally  and  subse- 
quent candlelight  vigil  his 

supporters  had  announced 
would  begin  before  sunset 
did  not  materialise  until 
close  to  midnight,  and  even 
then  only  300  people  turned 

out 

They  appeared  suddenly on  a   back  street  behind  the 
courthouse  and.  away  from 

the  police,  lit  candies  and 
unfurled  a   long  banner  of 
pro-democracy  slogans, 

including  “Free  the  People". As  they  chanted  re/ormasi, 
or  reform,  into  megaphones, 

a   dozen  police  moved  in  to 
break  them  up.  The  protest- 

ers marched  away  down  the street  and  those  driving  by 

honked  their  support 

While  the  crowds  have 
thinned,  the  impact  of  Mr 
Anwar’s  saga  on  the  people 

of  Malaysia  remains  signifi- 
cant His  beating  in  deten- 

tion by  Abdul  Rahim  Noor, 
who  was  then  chief  of  police, 

and  the  charges  of  commit- 
ting sexual  misdeeds  and 

abusing  his  power  to  conceal 
them  subsequently  filed 
against  him  have  awakened 
the  consciousness  of  what 
for  years  had  been  a   largely 

apolitical  people. 
Mr  Anwar  insists  the 

charges  are  part  of  a   politi- 
cal conspiracy  to  keep  him from  challenging  the  18-year 

reign  of  Dr  Mahathir.  The 
case  has  divided  the  nation 

and  split  Dr  Mahathir's  rul- 
ing UMNO  party  while 

emboldening  the  normally 
cautious  opposition  to  speak 
out  aggressively  against  the 
administration. 

But  how  much  of  a   role  Mr Anwar  can  personally  play 

in  continuing  the  people's 
political  education  will 
depend  on  the  verdict.  He 

has  so  far  been  tried  on  four  < counts  of  abuse  of  power.  : 

each  of  which  carries  a   max-  i 
imum  penalty  of  14  years  in 
jail  and  a   M$20,000 
(US$5,2601  fine.  Mr  Anwar  l 
says  he  expects  to  be  sent  to  i jail  for  two  to  four  years.  Six  ] 
more  charges  are  pending. 

Japan’s  economic  slide  halted 
Japan’s  economic  slide  has  halted  but  it  is  too  early  to  say 

that  a   recovery  is  imminent  the  Economic  Planning 

Agency  said  yesterday,  its  monthly  report,  echoing  com- ments last  month,  said:  "As  private  demand  is  weak,  the 
economy  remains  in  an  extremely  severe  condition.  But, 

supported  by  various  government  policy  measures,  it  is 

stopping  its  decline.” 

The  agency  gave  a   slightly  improved  view  of  housing investment  and  financial  market  conditions  but  was  more 
negative  on  jobs. 

Takashi  Omori,  head  of  domestic  economic  affairs  at  the 

agency’s  research  bureau,  said 
the  main  prop  supporting  the  economy  continued  to  be 

the  government's  huge  public  works  projects,  and  their effects  would  last  at  least  until  autumn. 

The  Bank  of  Japan  mirrored  the  EPA’s  view. Reuters,  Tokyo 

WATER-SHARING  AGREEMENT  WITH  INDIA 

Bangladesh  faces  shortage 
Bangladesh  may  run  short  of  water  at  the  end  of  this 
month  because  of  the  water-sharing  arrangement  with 
India  for  the  Ganges  river,  Abdur  Razzak,  flood  control  and 
water  resources  minister,  said  yesterday. 

Unless  it  rains  the  Indians  will  not  be  able  to  fulfil  their 
quota  for  water  under  the  deal  implemented  18  months 
ago.  Mr  Razzak  said  following  a   meeting  of  the  Joint  Riv- ers Commission  in  New  Delhi  at  the  weekend. 

Farm  as  in  some  areas  of  Bangladesh  already  say  that 

crop  yields  may  be  down  10  to  12  per  cent  because  of  a shortage  of  Irrigation  water.  But  Mr  Razzak  said  India  had 
also  agreed  to  share  the  water  of  a   second  river,  the 
Teesta,  and  six  other  rivers.  David  Chazan,  Dhaka 

B   JP  believes  it 
will  survive  vote 
By  Mark  Nicholson  in  New  Delhi 

India’s  ruling  Bharatiya 
Janata  party  said  yesterday 
the  government  could  scrape 
through  a   tight  vote  of  confi- dence if,  as  appears  likely,  a 
coalition  partner  carries  out 
its  threat  to  withdraw  sup- 

port. 

Such  a   vote  could  swiftly 

follow  tomorrow’s  resump- tion of  the  budget  session  of 
parliament  if  J.  Jayalalitha. 
the  movie  starlet  turned  pol- 

itician, formally  withdraws 
the  backing  of  the  18  parlia- 

mentarians in  her  Tamil Nadu-based  A1ADMK  party. 
The  colourful  and  politi- 

cally steely  Ms  Jayalalitha flew  into  Delhi  on  Monday 

from  her  south  Indian  base complete  with  48  suitcases! 
promising  to  meet  opposi- 

tion politicians  and  "find  a good  and  viable  alternative 

to  the  present  government". 
Her  threat,  though  merely 

the  latest  in  a   series  since 

she  helped  form  India's 
coalition  government  a   year 

ago.  poses  the  most  serious threat  yet  to  the  frequently 
fractious  BJP  administra- 

tion. 

After  Ms  Jayalalitha  failed 
to  persuade  Atal  Behari 
Vajpayee,  prime  minister  to sack  George  Fernandes defence  minister,  and  set  up 
a   parliamentary  inquiry  into 

Mr  Fernandes’s  recent  dis- missal of  India's  navy  chief, 
she  withdrew  her  party's 
ministers  from  the  coalition 
cabinet. Earlier  demands  have 

included  that  the  BJP  sack 
the  incumbent  Tamil  Nadu 
state  government  her  chief 

political  rival. 

Analysts  in  Madras,  the 

state  capital,  say  Ms  Jayalal- itha's  current  moves  spring 

from  frustration  that  the 
BJP  has  not  met  all  such demands  in  the  past  year. 
“Since  the  BJP  is  not  seen  to 

be  obliging,  she's  decided  it’s 
time  to  bring  them  down,” said  Cho  Ramaswamy,  a 
political  analyst  in  the  city. 

Yesterday,  from  a   base  in Delhi's  five-star  Maurya 

Sheraton  hotel,  Ms  Jayalali- 
tha began  a   series  of  politi- cal meetings  which  are 

likely  to  Include  Sonia 
Gandhi  leader  of  the  Con- 

gress party,  and  Kit.  Naray- 
anan, India's  president 

Ms  Jayalalitha  and  Mrs Gandhi,  who  is  seeking  to 
rebuild  India's  oldest  party 
into  a   resurgent  political 

force,  last  week  shook  hands at  a   highly  publicised  Delhi “tea  party” ,   a   gesture  of  rec- onciliation the  Tamil  leader described  as  symbolising  an 
imminent  “political  earth- 

quake”. 

Congress,  the  second  big- 
gest party  in  parliament,  has 

smee  remained  publicly  coy 
about  building  any  future and  alternative  coalition 
with  Ms  Jayalalitha,  with 
Jriiom  it  has  been  an  ally  in 
the  past. However,  BJP  officials claimed  the  government could  soldier  on  without  Ms 

Jayalalitha’s  is  MPs,  even given  its  already  slender  par 
Uamentary  majority. 

have  enough  support. we  will  demoiXSit  S 

and  when  questioned,”  said 
Venkaiah  Naldu.  party 
spokesman,  "We  are  getting 
positive  indications  of  sup- 

JJJi  “°m  Parties  that  want  a 

stable  government  for  this 

country.” 

■^^iTewsdigesTA   _ 

pcaeFFIHE  UB6ED  AS  VIOLENC
E  GROWS 

Indonesia  offers  to 

mediate  in  East  Timo
r 

mediate  in  EastTOror. ' ̂ ^eSof^ependenon  has 
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andopponen^v  

^ 

^minSer^eaving  a   meeting  with  Pr
esL '"tt  «*■* 

of  Uquica  and  a   subsequent
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Dfoiomats  in  Jakarta  believe  
Indonesia  s   military  has 

arSSriioSn  paramilitary  and  may  have  par
ta- 

P[»roC^n.  ̂ SSbSW 

saJdyesterday  that  thousands  of  p
eopte  ^ 

nic  violence  in  Indonesian  Som
eo  wouW  be 

More  than  30,000  people  who  had  fl
ed ̂ to  the l^naal 

capital  Pontlanak  from  the  Sambas  reg®0-  ̂ ^8Zfarkm 

(545  miles)  north  of  “will  be  reloc
ated  to  an  island  near 

Pontianak”.  he  said.  Sander  Thoe
nes,  Jakarta FIXED-UNE  SERVICES      

Taiwan  drafts  telephone  rules 

Taiwan  has  drafted  rules  under  which  lo
cal  and  interna- 

tional firms  can  bid  to  operate  fixed-line  tele
phone  ser- 

vices, ending  the  state's  monopoly,  the  teteco
mmunica- 

fons  regulator  said  yesterday.  Under  the  dra
ft  roles,  wtiicn 

stiH  need  ministerial  approval,  bidders  must  have 
 paid  In 

capital  of  T$40bn  (US$1 2hn).  Some  potential  bidd
ers  had 

complained  that  the  capitalisation  requiremen
t  was  too 

high  and  proposed  halving  it  to  T$2D  
billion. 

Some  analysts  say  it  is  difficult  to  say  how  much  the 
market  is  worth,  and  it  could  take  up  to  10  years  to  break 

even.  However,  they  add,  the  market  has  the  potenti
al  to 

be  highly  lucrative.  Reuters  and  Mure  Dickie,  Taipei 

TOO  EARLY  TO  SAY  RECOVERY  IMMINENT 

•IV; 

iVt'
  ' 

jneern 

‘Early 

iriuji "'anting 

meet 



7 

-   >•  -   •   •   ••  •   — -   > 

"4-r%>-r>-' ,:  ■-  (   - ;,w..  

...... 
■'-ifcii-  •— • ~ — -.-  _   . 

*   <jk  '   ,. '   •   '.1  1.  .   ■. 

*.  ««*  to m   East  Tin, 

liDor 

s£*v:,:?  = 

drafts  telephone 

•   ■   ’see 

’   ^   i   >w3a: 

s   eec-re^ic  slide  iisfe 

;w,  .•  .   *   •   '• 

rVtt* 
t**;  ;,^P

a 

l^jesh  faces  shoiia
s 

i 
'   •' 

i   x   ‘ 
~- 

i   ir**4- 
 ■• J 

■i**-  -.*- 

'   *11  —   ?3C 

IP  believe
s* 

||  survive
  * 

.r  
’ 

#■  JP- 

P   **'•'
■■ 

j:;A  ̂  

'' 

t   i&*- 

mri- 
 ‘7' ! 

i.  WtB^feV 

'.#**.  ■ *i  ■   ■>■ 

.   .   -   .   jv 

fijf  ■   ■iW.'*' 

r^Lsi.  ft* 

rJT  ̂ as1  -*'■ 

li  **•
’  - 

_   .•  J   .V  _:  J.a  _t  ±k?-Zm 

FINANCIAL  TIMICS  WEDNESDAY  APRIL  14  1999  * 

INTERNATIONAL 

Algeria’s  Islamic  party  may  be  absent the  election  but  it  is  far  from  forqotter t   is  seven  years  since  its  imminent  election 
sparked  Algeria’s  bloody  civil  conflict. Tomorrow  no  official  Fis  candidate  rs 
standing  for  president,  but  no  candidate 
san  ignore  the  party.  Roula  Khalaf  reports 

Thelslamic  Salvation  president,  says  he  is  willing front  is  sapp^ed  to  be  to  talk  to  former  Fis  nW dead  and  buried.  The  sentatives,  though  he  has  no 
aarty  whose  Islamist  ideol-  intention  of  rehabilitating 
3gy  ana  populist  message  the  party, 
aptured  Algerians’  feelings  Encouraged  by  the  dis- w   discontent  and  threatened  course.  Pis  leaders  have  seen in  the  election,  a   rfonpew  to 

end  their  political  marginal- 
isation and  are  backing 

Ahmed  Taleb  Ibrahimi,  one 

u>  sweep  away  the  military- 
sacked  regime  was  banned 

'more  than  seven  years  ago. 
since  then,  the  Fis  has  been 
demonised  and  blamed  for 
much  of  the  violence  that 

has  ravaged  the  North  Afri- 
can country. 

But  as  Algeria  prepares  to 
sleet  a   president  tomorrow, 
it  finds  the  Fis  is  still  the 
ghost  at  the  banquet.  The 
election  is  dominated  by  can- 

didates railing  for  a   political 

solution  to  Algeria’s  crisis, 
who  favour  in  one  way  or 
another,  inclusion  of  at  least 
some  of  the  former  Fis  mem- 

bers in  politics. 
Even  Abdelaziz  Bouteflika, 

the  former  foreign  minister 

seen  as  the  army's  candidate 
and  the  man  most  likely  to 
succeed  Liamine  Zeroual  as 

remains  a   fond  memory  as 

the  only .   movement  that 
dared  to ,   challenge  the 
regime.  The  other  is.  a   sigh 
of  relief  that  a   party  whose 
existence  and  ideology  led  to 
so  much  bloodshed  can  no 
longer  threaten  Algeria. 

At  the  height  of  its  popu- 

larity, the  Fis  was  a.  nebu- 
lous movement  which  Alge- 

rian sociologist  Lahouari 
Addi  refers  to  as  -^a! senti- 

ment, a   culture”. 
With  charismatic  leaders 

and  a   radical  anti-regime 

rhetoric,  it  managed  to  capi- 
talise on  the  political  and 

Even  if  the  Fis  were  to  form  a   political 

party,  this  would  not  end  the  killings 

of  the  most  serious  contend- 

ers. 
That  the  FIs  remains  a   fac- 

tor In  Algerian  politics  only 

partly  explains  its  return  to 
the  political  arena. 

Its  weight  on  the  ground  is 
difficult  to  gauge.  Mention 
the  Fis  in  Algeria  and  you 
will  get  two  very  different 

reactions.  One  is  a   smile  to 
say  the  Islamic  Salvation 
Front  is  a   martyT  and 

Concern  over 
emerging 

market  rescue 
By  Richard  Waters  In  Mew  York 

Any  attempt  to  force  private 
sector  lenders  to  lake  part  in 

official  international  bail- 
outs could  stall  the  financial 

recovery  of  troubled  emerg- 
ing market  countries,  .a 

group  representing  leading 
international  banks  and 
bondholders  said  yesterday. 

Any  -such  move  would 
scare  lenders  away  at  the 

very  moment  when  .   they 

were  most  needed  by  coun- 
tries looking  for  a   way  to 

return  to  the  international 

capital  markets,  said  riharfeg 
Dallara,  managing  director 
of  the  Institute  of  Interna- . 
tional  finance.  • 

His  comments  came  as  the 

organisation  published  its 
own  thoughts  on  how  the 

world’s  financial  system 
could  be  made  more  stable 

after  the  turmoil  of  the-  two 
years.  Its  main  ytynwrpnendg-  - 
dans:  that  it  was  up  to  indi- 

vidual countries  to  build  bet- 
ter relationships  with  their 

foreign  creditors  and  to 

reach  voluntary,  case-by- 
case resolutions  to  their  pri- 
vate debt  problems. 

In  art  open'  letter  to 
finance  ministers  and  cen- 

tral bank  governors  ahead  of 
this  month’s  World  Bank) 
IMF  meetings  in  Washing- 

ton, the  UF  warned  . of  the. 

dangers  of  trying  to  ’‘baft-in'* private  sector  creditors  in 
any  official  rescue  package. 
Such  efforts  would  be 

‘‘misguided”  and  “likely  to 

jeopardise”  a   country's 

access  to  the  financial  mar- 
kets for  some  time,-  the 

group  warned.  It  ,   also 
repeated  its  opposition  to 
efforts  by  the  Baris  Club  of 
official  lenders  to  force 
Pakistan  to  reschedule  its 

private  bond  market  debt. 
The  UF  claimed  that  it  was 

not  opposed  in  all  cases  to 
renegotiations  of  eurobond 

.   debt,  particularly  since  such, 

securities  have  come  .to  rep- 
.   resent  a   much  large  portion 
of  the  external  debt  of 

emerging  market  countries. 
K   added,  though,  that  any 

such  moves- should  lead  to 
voluntary  solutions  Hke  debt 

exchanges  or  refinancings.  * 
;   “Ninety  per  cent  of  the 
Sows  [of  new  capital  to  the 

emerging  markets]  are  com- 
ing from  the  private  sector  - 

it  is  bupoesfole  for  the  public 
sector  to  solve  this  an  their 

own,”  said  Bill  Rhodes,  vice 
chairman  of  Citigroup  and 

the  bank  official  who  over- 
saw the  recent  voluntary 

agreements  among  interna- 
tional banks  to  maintain 

credit  lines  to  South  Korea 

and  Brazil.  7 The  lack  of  formal  private 
sector  debt  restructurings 

dining  the  emerging  market 
crisis  that  has  swept  from 
Asia  to  Russia  and.  Latin 

America  has  raised  com- 
plaints in  some  official  cir- 

cles that  private  lenders 
have  effectively  been  bailed 
out  by  ..the  developed 
nations’  taxpayers. 

World  Bank  tendons,  Page  to" 

Early  warning 
forum  to  meet 
By  George'  Graham, Banking  BfBor,  fa  London 

Regulators,  central  bankers 
and  finance  ministry  offi- 

cials are  to  gather  in  Wash-, 

ington  today  for  the  firs* 

TnPffHng  of  the  financial  sta- 
bility forum,  a   new  body  set 

up  to  Improve  co-ordination, and  act  as  an  early  warning 

system  for  financial  -market 
crises.  , 

The  meeting  will  be 

opened  by  Hans  Tietmeyer, 

president  of  the  German 

Bundesbank,  who  recom-. mended  the  creation  of  the 

forum  in  a   report -for  the’ 

Group  of  Seven  finance  mi
n- 

isters after  last  yearns  mar- 
ket upheaval-  _ 

The  forum,  whose  creation 

was  spurred  by  the  turmoil
 

that  followed  Russi
a’s 

defeuft  oh  its  domestid  de
bt 

.   and  the  near-collapse  of  the
 

Long  Term  Capital  Ma
nage- 

ment (LTCM)  hedge  foni 

■will  subsequently  be  chaired 

by  Andrew  Crockett,.genera
l 

manager  of  the  Bank 
 for 

International  Settlemen
ts 

(BIS). 

It  would  be  wrong  to 
 con- 

sider the  forom  a   crisis  man
' Mtf  hffniKTTL  Its  P13T- 

inn iimi> 

pose,  is  to  contribute  
to  a 

proper  functioning  o
f  mar- 

kets,” Mr  Tietmeyer  told 

VWD,  the  German  n
ews agency.  .   . 

Hedge  toads  will  
be  one  of 

the  first  items  -on 
 the 

-   -agenda.-  Bank  regulators 

meeting  to  the  Basle  Com- mittee, under  toe  auspices  of 

the  MS,  as  well  as  securities 

regulators  in  the  Interna- 
tional Organisation  of  Secu- 

rities Commissioners  (Iosco), 

have  been  looking  at  wages  off 

avoiding  a   repeat  of  LTCM’s 

problems.  -   . 
7   Though  regulators  are 
sceptical  about  regulating 
hedge  funds  directly,  they 

have  spelt  out  ways  off  assur- 
ing that  the  regulated  banks 

.and  securities  firms  which 

trade  with  them'  monitor their'  exposure  to  hedge 

iunds  more  closely. 
-   The  forum’s  structure  is 

already  facing  criticism, 

because  it  is  limited  to  G7 

countries  and  to  interna- 

tional Institutions  such  as 

the  International  Monetary 
«.  Fund.  , 

•   “Hs  success  win  depend  on 

its  moving  very  quickly  to 

■   broaden  participation 

beyond  the  G7  and  involve
 

major  emerging  market 

countries  can  an  equal  basis, 

said  Alice  Rivito,  *»<hain 

man.  of  the  US  Federal 
Reserve-  r, , 

“Rds  te  of  .coms&  ham  to 

.   do  without  making  the 
fwrmM  unmanageably  large, 

but  unless  a   way  is  found,  to 

do  so,  the  forum  will  be 
 an 

•   anachronism  before  "it  gets
 

started."  • persooalVfew, 

social  frustrations  bred  -izr 
the  one-party  state.  In  the 
first  round  of  legislative  elec- 

tions in  1891,  the  FIs  wan 

47.6  per  cent  of  the  vote.  But 
there  were  many  abstantiona 

and  fewer  than  25  per  cent  of 
those  eligible  to  vote  cast 
their  ballot  for  the  Fis.  The 

second  round  of  the  vote  was 
cancelled  by  the.  army. 

Store  then,  the  regime  has 
dealt  the  Fis  as  a   party 

many  blows.  Its  leaders  are 
either  in  jail,  under,  house 

arrest  or  banned  from  politi- 
cal activity.  Its  armed  wing 

declared  a   ceasefire  more 
than  a   year  ago,  and  has 
received  virtually  nothing  in 

return,  to  spite  of  promises 
of  concessions  by  the 

regime.  The  truce  was  nego- . 
tiated  with  the  armed  wing 

directly,  bypassing  the  politi- cal leadership  and  it  led  to 
splits  within  the  party. 

Reopening  dialogue  with 
the  Fis  also,  is  no  longer  the 

only  prerequisite  to  national 
reconciliation  In  Algeria. 
Allowing  some  part -of  the 
movement  to  play  a   role  to 

Algerian  politics  -   again 
would  be  important  to  heal- 

ing the  political  crisis  and 
removing  any  legitimacy 
aimed  groups  may  claim  for 
continuing  the  violence.  But 
even  if  the  Fis  were  to  form 

a   political  party,  this  alone 
.would  not  end  the  killings, 

by  Independent  abadowy 
groups  or  substitute  for  a 
transition  to  democratic 
civilian  rule. 

“The  debate  over  the  Fis  is' 
a   fake  debate,  the  problem  is 

now  much  broader  than  the 
Hs,”  says  an  official  close  to 
Mouloud  Hamrouche.  a   lead- 

if-?'  *   ■   v   ?"  «. 

An  woman  passes  eteetton  posters 

tog  candidate  to  the  election. 
“Algeria  needs  an  opening 

of  the  political  system  and 
an  end  to  the  emergency 

rule.  Then,  all  those  who 
deny  .   violence  should  be 

allowed  to  express  them- 
selves, including  those  who 

were  Fis  supporters." 
Indeed,  It  is  to  large  part 

because  of  the  failure  to 
allow  the  emergence  of 

strong  opposition  parties 
and  to  alleviate  social  mis- 

ery that  foe  Us  continues  to haunt  Algeria. 

This  was  highlighted  last 
week  when  the  leadership  of 

the  main  legal  Islamist  polit- 

ical party  promoted  as  a   doc- ile alternative  to  the  Fis 

lined  up  behind  Mr  Boute- flika  in  the  election.  The 
move  was  to  part  aimed  at 
taking  votes  away  from  Mr 
Ibrahimi  and  Abdallah 

Djballab,  another  indepen- dent Islamist  candidate. 

are  contending  to  give  Algeria  its  first  civ&an  leader  since 

The  FIs  has  made  a   sym- 
bolic gain  already  by  show- 

ing that  even  while. banned 
it  could  try  to  influence  the 
political  scene  and  back  a 

candidate.  Some  Fis  repre- 
sentatives are  now  harbour- 

ing the  hope  that  even  if  Mr 
Bouteflika  is  elected  they 

would  get  something  out  of 

this  poll.  Having  considera- 

bly mellowed,  most  no  lon- ger dream  of  a   return  to 1981.  and  would  be  happy  to 

form  a   new  party  under 

today’s  restrictive  constitu- tional rules. 

Whether  the  army  com- 
mand is  ready  for  such  a 

move  is  uncertain.  But 
stripped  of  its  populism  and 
the  leaders  that  moved  the 
crowds,  and  having  accepted 
that  violence  is  not  a   viable 
alternative,  a   smaller,  more 
moderate  Fis  is  not  likely  to 

pose  any  threat  to  the  Alge- rian regime. 
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JOBS  BLOW  FOR  LABOUR  PARTY  POLL  CAMPAIGN 

Kvaerner 

puts  Scottish 
shipyard  up 
for  sale 
By  Andrew  Parker,  Brian  Groom 

BRITAIN 

End  of  the  shift  a   shipbuilder  leaves  the  Go  van  yard  after  working  on  the  Crystal  Ocean  PA 

and  James  Buxton 

The  governing  Labour  party 
suffered  the  first  serious 
blow  to  its  campaign  for 
elections  to  the  forthcoming 

Scottish  parliament  yester- 
day when  the  last  merchant 

shipyard  on  the  upper  River 
Clyde  was  put  up  for  sale. 

But  Donald  Dewar,  chief 
minister  for  Scotland,  told 
the  Financial  Times  that 

people  should  not  “write  off 

shipbuilding  in  a   final  way' following  the  decision  by 

Kvaerner.  the  Anglo- 
Norwegian  group,  to  sell  its 
Go  van  yard  and  Clydebank 
engineering  works  io  the 
city  of  Glasgow. 
Mr  Dewar,  announcing  a 

government  taskforce  to 
assist  the  search  for  a   buyer, 

said:  “I  don't  know  whether 
we  will  be  successful.  All  1 
can  say  is  we  will  give  it  our 
best  shat.  I   heard  somebody 
talking  about  the  end  of  the 

Clyde.  Not  so.  I   would  hope 
Go  van  will  be  part  of  it.  But 

leaving  that  on  one  side,  it's 
not  the  end  of  the  Clyde.' 
He  pointed  to  new  orders 

Battery 
By  Peter  Marsh  In  London 

A   group  of  Japanese 
electronics  producers  is  in 
talks  with  a   UK  technology 
company  about  recycling 
lithium-ion  batteries,  an 
energy  storage  device  that  is 
difficult  to  dispose  of  with- 

out creating  environmental 
hazards. 
AEA  Technology  has 

approached  companies  such 
as  Sony,  Matsushita  and 
Sanyo  about  the  UK  compa- 

By  John  Murray  Brawn 
bi  Dublin 

The  crisis  in  the  Northern 

Ireland  peace  process  deep- 
ened yesterday  with  Sinn 

F6in,  political  wing  of  the 

Irish  Republican  Army,  for- 
mally rejecting  compromise 

proposals  on  terrorist  arms 
put  forward  by  the  British 

and  Irish  governments  ear- 
lier this  month. 

for  Ferguson,  a   merchant 
shipbuilder  on  the  lower 
Clyde,  a   scheme  for  a   new 
dock  terminal  at  Port  Glas- 

gow and  recent  jobs  created 
by  VS  financial  services 
companies. 

Up  to  2,000  jobs  could  be 
lost  in  Glasgow  because  of 

Kvaemer's  decision  to  with- 
draw from  shipbuilding. 

Worldwide,  13  yards  have 
been  put  up  for  sale. 
The  Scottish  National 

party  -   which  is  trailing 
Labour  in  the  battle  for  con- 

trol of  the  parliament, 

according  to  opinion  polls  - said  the  Kvaerner  decision 

was  a   "severe  blow"  to 
Go  van.  It  accused  the  gov- 

ernment of  failing  to  show 
the  necessary  commitment 
to  save  the  yard. 
Mr  Dewar,  insisting  the 

Scottish  economy  was  in 

good  shape,  said:  "If  you  are worried  about  the  future  of 
Scottish  industry,  the  road 
from  independence  would  be 
littered  with  debris.  It  would 
create  an  enormous  amount 

of  uncertainty." He  claimed  jobs  at  Rosyth 
dockyard  and  the  Marconi 

ny“s  technique  for  recycling 
these  batteries  -   worldwide 
sales  of  which  are  projected 
to  reach  about  $2bn  this 

year.  The  rechargeable  bat- 
teries are  relatively  light, 

small  and  powerful,  making 

them  suitable  for  new  gener- 
ations of  mobile  telephones, 

camcorders  and  computers. 

About  90  per  cent  of  the  bat- 
teries are  made  by  Japanese 

companies.  Including  those 
to  which  AEA  is  talking. 

In  the  past  two  years,  AEA 

As  parties  reconvened  in 

Belfast,  Northern  Ireland's 
principal  city,  to  discuss  the 
joint  declaration,  Mitchel 

McLaughlin,  Sinn  Fein's chairman,  accused  the  two 

governments  of  “a  Pontius 
Pilate  act"  in  “reneging"  on 
its  responsibilities  to  imple- 

ment last  year’s  Good  Friday 
peace  agreement 

In  the  face  of  continuing 

stalemate,  London  and  Dub- 

Marine  naval  yard  on  the 

Clyde  would  be  at  “terminal risk"  if  the  SNP  won  the 
election,  on  May  6. 
Mr  Dewar  insisted  the 

Scottish  Labour  party  would 
have  the  freedom  to  pursue 

policies  opposed  to  those 
adopted  by  the  UK  Labour 

party.  "If  we  decide  to  go  our 
own  way,  and  the  essence  of 
devolution  is  the  ability  to 

-   a   quoted  company  formed 

from  the  previously  state- 
owned  UK  Atomic  Energy 

Authority's  laboratories  in 
Oxfordshire  -   has  developed 

a   UK  pilot  plant  for  recycl- 
ing lithium-ion  batteries.  It 

is  now  been  to  license  the 
design  to  battery  companies 
worldwide. 

AEA,  which  holds  a   num- 
ber of  patents  on  lithium-ion manufacturing  technologies, 

is  already  building  a   £12m 
f Si  9.3m)  plant  in  Thurso, 

lin  had  proposed  that  Sinn 
Ffetn  could  take  its  seats  as 
ministers  in  the  executive 
after  some  IRA  arms  were 

“put  beyond  use"  as  part  of  a 
collective  act  of  reconcilia- 

tion to  honour  all  victims  of 
the  Troubles. 

Mo  Mowlam,  chief  minis- 
ter for  Northern  Ireland  in 

the  UK  government,  warned 

Sinn  Fein  and  the  pro- 
British  Ulster  Unionists  that 

do  that,  then  we  are  entitled 

to  do  so."  he  added. 
But  he  said  a   Labour  run 

Scottish  administration 

would  retain  “a  measure  of 
control"  over  business  rates 
after  planned  reform,  to 
ensure  local  councils  could 

not  put  at  risk  the  competi- 
tive position  of  Scottish  com- 

panies. 

Mr  Dewar  welcomed  the 

Scotland,  to  make  specialist 
versions  of  the  devices,  for 

use  by  organisations  such  as 
the  armed  forces.  It  is  doing 
this  in  conjunction  with  two 

Japanese  partners  -   Mitsubi- shi Materials  and  Japan 

Storage  Battery  -   which between  them  hold  45  per 
cent  of  the  venture  with 

AEA  owning  the  rest. 

Rob  Neat,  managing  direc- 

tor of  AEA's  battery  busi- 

ness, said  his  company’s recycling  scheme  was  an 

if  they  continued  to  “fight 
their  own  corner”  the  execu- tive would  not  be  set  up. 

She  said:  “We  can't  impose 
an  outcome.  We  will  do 

everything  we  can  to  help 
but  unless  the  parties  realise 
that  just  fighting  their  own 
corner  is  not  going  to  be 

enough,  it's  not  going  to 

work." 

She  added:  “You  cannot 
get  an  executive  without 

Tact  that  the  Scottish  parlia- 
ment could  drum  up  public 

support  for  elected  regional 
government  in  England. 
He  also  acknowledged 

there  could  be  a   new  assess- 
ment of  public  need  across 

the  UK  in  the  medium  to 
long-term,  which  might  lead 
to  a   reduction  in  the  Scottish 

parliament's  £15bn  f$24bn) budget. 

advance  on  rival  ways  of 

recycling  lithium-ion  bat- teries. devised  by  research 

groups  in  Japan,  the  US  and 
continental  Europe. 

The  AEA  process  uses  a 
mixture  of  chemical  and 

electro-chemical  processes  to 

separate  constituents  of  lith- ium-ion batteries  such  as 

lithium  salts,  organic  com- 

pounds and  cobalt-based substances.  These  can  be 

purified  and  re-sold  at  a 
profit,  said  Mr  Neat 

both  sides  agreeing.  We  are 

only  going  to  move  this  for- ward if  the  pro-agreement 

parties  make  this  work." 
But  Mr  McLaughlin  said 

the  proposed  formula 
“moves  away  from  the  Good 

Friday  agreement  and  makes 
the  transfer  of  power  and 
the  establishment  of  the 
institutions  conditional  on 

the  delivery  of  IRA  weap- 

ons." 

Price  war 

erupts  in mobile 

phone 

market 

By  Gfeistopher  Pries 

A   fresh  price  war  erupted  in 
the  mobile  phone  market 

last  night  when  One-2-One, 
the  mobile  phone  network 
offered  for  ale  last  month, 

slashed  call  rates  and  simpli- fied tariffs. 

The  company  is  also 

launching  the  industry's first  e-mail  service. 
Analysts  said  the  price 

cuts  of  up  to  two-thirds  on 
peak  rate  consumer  calls 
would  make  One-2-One  the 
cheapest  network  by  around 

20  per  cent,  ahead  of  Cellnet, 
Orange  and  Vodafone. 

Orange  said  it  was  “very 
likely”  to  match  One-2-One's tariffs  but  would  issue  a 

statement  when  it  had  stud- 
ied the  One-2-One  move. 

Tim  Samples.  One-2-One 
managing  director,  insisted 

the  group's  Initiative  was 
aimed  at  attracting  fixed-line 
customers  from  British  Tele- 

communications, the  former 
state  monopoly,  rather  then 

taking  market  share  from 
the  other  mobile  operators. 
“They  may  follow  us  in 

these  moves,  but  our  main 

target  is  BT,"  he  said.  “We want  to  appeal  to  that  part 
of  the  market  that  does  not 

have  a   mobile  phone  because 

of  either  the  tariff  complexi- 

ties or  the  prices.” 
The  company  is  introduc- ing a   flat  tariff  for  contract 

and  pre-paid  phone  custom- ers. It  is  also  abolishing  any 

differentiation  between  local 
and  national  calls.  This  will 

make  it  cheaper  than  BTs 
standard  fixed-line  charges 
in  some  cases. 

The  e-mail  service  will 
enable  users  to  send  and 

receive  e-mail  with  their 

handsets,  wring  the  technol- 
ogy that  underpins  text 

messaging  services. 

Mr  Samples  said  One-2- One  aimed  to  increase  the 

mobile  Industry's  penetra- tion from  around  25  per  cent, 

or  15m  users,  to  50  per  cent 

by  200L 
BT  said  customers  already 

benefited  from  reductions  of 
as  much  as  30  per  cent 

through  discount  schemes. “We  would  ask  our  custom- 

ers to  look  at  their  total  bill, 

not  just  one  or  two  areas 
where  One-20ne  claims  to  be 

the  cheapest,"  it  said. 
On  the  sale  of  the  busi- 

ness, Mr  Samples  said  there 
had  been  “significant  inter- 

est from  European  and  US 

telecoms  groups".  He  added that  a   public  offering  was 

still  being  considered.  Ana- lysts estimate  the  company, 

owned  by  Cable  and  Wire-  j 
less  and  MediaOne,  could  be  j 
valued  at  £llbn  ($17bn). 

recycling  may  interest  Japanese 

Sinn  Fein  rejects  terrorist  arms  proposals 

SHIPBUILDING           

German  yard  bids  
again 

for  QE2  refit  contr
act A   German  shipyard 

led  to  what  some  passenger  ^   ̂   cunard  ■ 
hell"  is  bidding  to  van  ̂ f^Surg's  Bfohm  and 
flagship,  it  was  for  a   ElOSm 

Voss  is  one  of  three  companies  compels  Q£2  ̂  

($31m)  refit  and  pou^  * 

November.  Curmrdpaido^ni  cotrsefol- sation  to  passengers  when  nfobtems  on  board. 

towing  the  out  of 

jssssasssss? company  for  the  a   S   P   ship  repair  and 
Lloyd  Werft  yard  and  %   ̂^2m 

conversion  company,  which  earned  out Tttoera 

BRUSSELS  BEEF  BAN     

Experts  examine  abattoirs European  Commission  veterinary 
UK  abattoirs  this  week  as  part  of  effort®. by  the^uS^!Ji 

Union  to  lift  a   three-year  ban  on  UK  
beef 

culture  ministers  have  alreac^w^poIrt^  ̂ r^nOTtfor 

an  end  to  the  ban  imposed  after  UK  
setentete  I idenbftsla 

potential  link  between  BSE  -   mad  cow  
d^e-  and  the 

new  variant  of  Creutzfeldt-Jakob  disease,  
the  fatal  human 

brain  condition.  .       ____ 

Exports  cannot  resume  until  the  vets  a
pprove  prace- riurpTfnr  handlina  the  meat.  Administrative  proce

dures 

DIGITAL  SATELLITE  TV 

BSkyB  plans  business  service 
British  Sky  Broadcasting,  the  satellite  broadcaster,  is 

talking  to  banks  and  retailers  about  offering  them  an 

exclusive  business  television  service  using  digital  technol- 

ogy. BSkyB  has  talked  to  Midland  Bank  and  BHS,  the retailer  owned  by  Storehouse,  about  developing  a   specially 

tailored  service  for  their  customers  and  staff.  It  has  also 

talked  to  representatives  of  the  travel  industry.  Sky  Busi- 

ness, a   new  division,  will  develop  the  project  The  com- 

pany announced  yesterday  that  it  was  offering  the  30,000 
pubs  and  dubs  that  subscribe  to  Its  analogue  service  a 

free  digital  system.  It  said  it  would  freeze  the  price  of  sub- 
scriptions for  at  least  12  months  from  September.  BSkyB 

has  previously  alienated  some  pub  owners  by  raising 
prices.  Cathy  Newman,  London 

BANKING 

Competition  review  widened 
The  review  of  competition  in  the  UK  banking  sector  is  to 
be  widened  to  include  electronic  commerce  and  consumer 

issues,  Don  Cruickshank,  leader  of  the  review,  said  yester- 
day. He  also  indicated  he  would  not  be  deflected  from  his 

two  main  areas  of  concern  -   the  supply  of  credit  to  small 
businesses  and  the  money  transmission  market  -   following 
the  responses  he  had  received  to  the  consultation  docu- 

ment launched  in  January.  Although  there  would  be  "no 
major  changes  in  the  overall  scope  of  the  review,"  e-com- 

merce and  its  inter-action  with  the  money  transmission 
market  would  be  included.  Me  said  the  review  would  con- 

tinue to  look  at  the  supply  of  credit  to  small  businesses, 
even  though  many  submissions  identified  no  problem. 
Christopher  Brown-Humes,  London 

POLITICS 

ARGENTINIAN  INVESTMENT  COMPANY 
RC.  Luxantooug  B   35.162 

COLOMBIAN  INVESTMENT  COMPANY 
R.C  LuxemtaugB  39.274 

PERUVIAN  INVESTMENT  COMPANY 
RC.  Luxembourg  B   43274 

TAIWAN  INVESTMENT  COMPANY 
R.C.  Luxembouig  B   52453 

Soetete  rflnvesttssamm  9   Capital  VMabto 

each  ol  the  above  having  its  registered  office  In 

47.  boulevard  RoyaL  L-2449  Luxembourg 

NOTICE  OF  MEETWG 

Dear  Shareholder. 

We  Have  the  ptoeaure  at  Inviting  you  to  attend  the  Annual  General  Meeting  ol 

ctarehoMere.  which  wfl  be  hurt  on  Apri  22, 1999 at  TL00  bjil  at  the  registered  office  at 
47,  boi4euaid  Royal.  L-2449  Luxembourg,  wflh  the  loflowhtg  agenda: 

AGENDA 

T.  Prasertafcn  ol  the  reports  ol  the  Board  of  Drectors  and  of  the  Awfitor. 

2.  Approval  c*  me  balance  sheet,  profli  and  lose  account  as  at  Deoamber  31. 1998  and 
*«  aHocatJon  ol  the  net  profits. 

3.  Discharge  to  be  giaraedto  the  Directors  tar  the  DrcreieJ  year  aided  December  3t 
1998. 

4.  Action  on  nomination  lor  the  election  of  he  Oredots  and  he  Auditors  lor  the 
ensueigyear. 

5.  Any  other  bustoess  wftch  may  be  properly  brought  betas  to  maetng. 
The  sharehotdan  am  advised  mat  no  quorum  tar  the  eema  ol  0m>  egenda  b   requeed. 
and  that  the  decisions  wS  be  taken  at  the  majority  vote  ol  the  shares  present  or 
represented  at  the  Meeting.  Each  share  is  eroded  to  one  vote.  A   shareholder  may  ad 
at  any  Meeting  by  proxy  Proxy  forms  are  avafebte  upon  request  at  the  ragtetered 
office  ol  the  companies. 

    By  order  at  the  Boant  of  Director] 

PUTNAM  EMERGING  INFORMATION  SCIENCES  TRUST 
Socrite  rnmresueementa  Capital  Variable 

41  boulevard  Royal.  L-2449  Luxembourg 
RC.  Luxembourg  B   22-516 

NOTICE  OF  NESTING 

Dear  Shareholder. 

We  have  the  pleasure  Inviting  you  to  attend  Die  Annual  General  Meeting  of 
tfwanokfere,  which  wfl  be  mu  on  April  30.1999  alTUJO  am  at  tie  ragstored  office  of 
Stare  Street  Bar*  Luxembourg  SA,4*  boufevtud  Royal,  L-2449  Luxembourg,  with 
the  Mowing  agenda: 

AGENDA 

t   Presentation  of  the  reports  at  the  Board  dDiteetors  and  ol  the  Atidlor. 

2.  Approval  a!  the  balance  sheet  pro  Stand  toes  account  as  of  December  31,1996  and 
the  atocattan  of  the  net  proto. 

3.  "fMEgrenaea  to  me  Urectomerri  to  nwAuiStor  tor  tne  facet  year  ended 
December 31, 1996. 

4.  Action  on  the  election  of  Thomas  M.  Turpin,  John  R   VeranL  Jeon-Ctaude  Koch, 

Aired  Bremen  and  Steven  Spiegel  a&  Dtractm  and  PricswatarhouaeCoopas 
S3  jJ.  as  AutStor  tor  the  ensutog  year. 

5.  Any  otter  businaKiitifcft  may  ta  property  brought  before  ttarraeang. 

The  sharahoKerc  are  adwsad  tot  no  quorum  tor  n»  items  of  the  agenda  sreqUrad, 
and  that  the  decisions  wtt  be  token  a   the  majority  vote  ol  the  shares  present  or 
represented  at  me  Meedng.  Each  share  is  antUtod  to  vie  vote,  A   sharefioUer  may  act 
at  any  Meetmg  by  proxy. 

In  older  to  taka  part  ante  Annual  General  Ueeikig,  owriofi  of  bearer  shares  mud 
doped!  tofr  shares  5   etaar  days  beiore  to  meeting  at  to  regiatftrad  office  ol  to  fund. 
47.  MKovofd  Royal,  L-2449  LuKxynboutg. 

By  order  ot  the  Bored  of  Directors 

PERSONAL 

PUBLIC  SPEAKING 
TiatinganJ  speedi  wing  by 

anariwmhg  spate 
fist  lessen  fee. 

let  (01727861133) 

Position 

available. 

To  xiY*rbsc  yc*/t  appointments 
in  th*  FT  tali: 

Tel:  *44  17 1   373  3351 

Fax:  ̂ 44  171  8T3  4331 

BRAZILIAN  INVESTMENT  COMPANY 
SadM  tfkiveedssBmem  6   Cnpaal  Variable 

Sfcge  sodafc  «£  boulevard  Royal.  L-2448  Luxembourg 
RC.  Luxembourg  B   26.810 

NOTICE  OF  HEEIWG Dear  Shareholder 

We  have  me  pleasure  of  butting  you  to  attend  the  Annual  General  Meeting  oi 
sh«raholdga.v4ilchwil  be  held  onAprt  22. 1999  arta.00  am.  at  toe  registered  office 
■14%  boutevara  Royal  L-Z449  Uwemboug.  nflh  me  blowing  agenda: 

AGENDA 
t   Ptwerttaticnotlharepottso!  the  Beard  of  Hrectors  and  ri  the  AurStar. 
2.  Approval  of  me  balance  show,  proft  and  loss  account  as  ot  December 31. 1998 and the  aBoeatten  of  to  net  profes. 

3-  Owteigt  to  be  granted  to  toDtactert  tor  itellnancH  year  anted  DecemtKjrst 
1998. 

4.  Aettai  on  nomnatton  lor  the  election  ot  Ite  (Vectors  and  the  Austere  tor  the <nsung  mr. 

5.  Any  other  business  which  ray  t»  property  brought  before  he  meeting. 

Ite  GtaNtottm  m   advised  that  no  quotum  for  the  items  of  ite  agenda  b   requred. 
ate  th«  me  deasiote  ■«  te  taken  at  tte  maloniy  vote  qi  the  shares  present  oi 
represented  an  the  Meeting.  Each  store  nentttted  to  one  vote.  A   *arehotoer  may  act 
at  any  Meeting  by  proxy.  Proxy  twnta  aw  ateBaMatgon  request  at  me  regmwred oOeaoftocorepBntas. 

By  crctaoi  to  Board  of  Director; 

IOC  commerced  vetede  registrations:  March  1999 
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Snare  Sscetr  of  MSr  ttnAtofea  ttti  naan  utBSy  csteafes 

•"traduction  of  the  T   registration  plate  on  March  1   brought  a   big 
boost  to  the  EgM  Commercial  vehicle  market  Registrations  of  Rght 

and  medhim  vans  -   those  up  to  35  tonnes  -   in  particular  rose 
sharply.  Birmingham-based  LDV  reported  its  best  March  ever. 

Local  election  battle  starts 
The  biggest  battle  for  local  government  seats  before  the 
next  general  election  began  in  earnest  yesterday,  with  the 
opposition  Conservative  and  Liberal  Democrat  parties  fol- 

lowing Labour  in  launching  their  campaigns.  There  will  be 
elections  on  May  6   in  most  of  England,  except  London and  throughout  Scotland  and  Wales.  They  are  the  most 
extensive  polls  of  the  four-yearty  local  government  elec- 

toral cycle. 
The  Conservatives  suffered  their  worst  local  government 

results  in  hrstory  when  the  seals  were  fought  four  years 
ago.  Labour  and  the  Liberal  Democrats  look  certain  to  suf- 

fer tosses  in  traditional  Conservative  areas. But  the  Conservatives'  continuing  poor  performance  in 
opinion  polls  leaves  party  officials  worried  that  insufficient 
gains  could  ignite  doubts  about  William  Hague's  leader- 

ship. Alan  Pike,  London 

SHAKESPEARE 

Rose  theatre  relaunched 
tl^atre  beak,e  ̂    River  Thames  in  London. 

^Ti!!nPr9n!ISreSl,0fJplays  by  Msutowe  and  Shake 

speare.  Is  ̂0  ro^unched  10  years  after  its  discovery 
by  archaeologists.  The  Rose  has  achieved  glolSSJfol 
lowing  foe  success  of  the  Oscar-winning  movie  Stekl 

^jnLove.  Many  of  its  scenes  took  p^tn  a   reLi- 
s tract ed  Ros^acquired  after  filming  by  Dame  Judi  dSS who  won  an  Oscar  for  her  role  as  Oie^lJSbtlh  I 

and1££ 

JJKrterday  by  the  Rose  ThStre  Trust 

(512m)  to  enable  further  excavation  of  thesite  ZSVstet. 
edition  for  foe  public.  Chris  Smrt?  Z minister,  was  at  foe  launch  and  indicate for  National  Lottery  funding  to  devetoo 

viewed  favourably  The  RoSe  WOuld  * 

yielded  much  information  about  the  theatre  in speare’s  day.  Antony  Thomcroft,  Umdo? 

Scientists  face  green  transport  test 
By  FT  Reporters 

Leading  scientists  will  have 

salary  increases  of  several 
thousand  pounds  if  they  use 
bicycles  or  buses  to  go  to 
work. 

Scientific  Generics,  one  of 

the  UK's  biggest  technology 
consultancies,  is  offering  to 

make  the  payments  in  a   bid 
to  reduce  objections  from 
local  residents  to  the  extra 

traffic  generated  by  its 

expansion. The  company,  based 

13km  outside  the  university 
city  of  Cambridge,  said  it 
would  make  the  payments  if 
it  was  allowed  to  proceed 

with  Its  £5m  ($8m)  plan.  The 

expansion  would  Involve 
doubling  foe  number  of 

employees  to  400. But  local  environmental 

groups  dismissed  the 
proposals.  The  Green  party 
safcfc  “Giving  the  company 

planning  permission  would still  be  detrimental  to  the 
environment  on  balance. 

There's  no  guarantee  that 

people  would  take  up  foe 

company's  offer." 
A   spokesman  for  John Prescott,  deputy  prime 

minister,  said  he  welcomed 

any  scheme  to  reduce  car use,  but  any  planning 
decision  would  have  to  take 

into  account  all 
circumstances. 

But  foe  proposal  fits  with 

Mr  Prescott’s  efforts  to 
encourage  cycling,  and 
integrate  planning  and 

transport  decisions. 

Scientific  Generics' 

ouiiware  maj 

where  coHaai and  what  tirri leaving.  The  i 
also  buy  bic^ 

employees  w 

minibuses,  m 

satellites,  coi 

deployed. 

The  compa 

218m  a   year clients  in  con 
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THE  ARTS 
THEATRE  IN  MILAN 

The  Italian 

job  on 
Shakespeare 
Ata&air  Macaulay  reviews  new  productions 
of  The  Merchant  of  Venice’  and  ‘Hamlet’ 
R   vostro  name  e   Shylock?  Milan  (a 
name  that  in  Shakespeare’s  plays is  pronounced  with  the  stress  on 
the  first  syllable)  possesses  two  of 
Italy’s  leading  five  theatre  com- panies: both  of  which  at  present 
are  playing  Shakespeare.  The  Pic- 

colo Teatro  is  presenting  The 
Merchant  of  Venice  (B  Mercante 
di  Venezia )   at  the  old  Piccolo. 
Meanwhile  the  TeatriditbaEa,  is 
giving  Bamlet  lAmleto )   at  the 
Teatro  di  Portarotnana.  I   watched 
both  last  weekend,  and  with 

What  a   difference  it 

makes  when  a 

director  puts  all  the 

focus  on  his  actors  — 

as  in  ‘Amleto’ 

markedly  different  reactions. 

How  come  St&phane  Braun- 
schweig now  passes  in  Europe  as 

a   Shakespearian  director  of  con- 
sequence? In  recent  years. 

Britain  has  seen  both  his  franco- 

phone staging  of  The  Winter’s 
Tale  and  his  anglophone  account 
of  Measure  for  Measure.  Both 
were  cerebral,  analytical,  static 
affairs.  Alas,  despite  the  presence 

of  one  of  Italy's  leading  actors  as 
Shylock,  the  same  is  true  of  his 
new  italophone  Merchant  of 
Venice  at  the  Piccolo.  (Italian 

translation  by  Agostino  Lom- 
bardo.) His  spirit  is  especially 

alien  to  Shakespearian  comedy 
and  to  the  line-by-line  mobility  of 

Shakespeare's  thought. 
No  actor  makes  a   great  impres- 

sion in  a   Braunschweig  produc- 
tion. The  director  predominates 

alone.  His  sets  physically  con- 
strict his  actors,  and  often  coop 

them  onto  the  apron  of  the  stage. 

His  Venice  is  modern-dress,  his 

Belmont  is  period-diess.  The  dif- 
ference between  Shylock  and  the 

other  modem-day  Venetians  is 
minimal  -   the  full  nature  of  the 
Christians'  anti-Semitism  only becomes  forcibly  apparent  during 
the  trial  scene,  visibly  crushing 

Shylock  -   but  hag  to 
transform  drastically  into 
a   Renaissance  courtier  to  woo 

Portia  (in  Italian,  Poma).  in  the 
final  scene,  he  is  devastated  to 
find  that  Portia  has  taken  the 
liberty  of  becoming  a   man,  and  a 
successful  nym.  and  In  Venice. 

He,  Bassanio,  flounces  out,  slam- 
ming a   door  after  hhn.  Although 

Portia  soon  follows  him.  it  is 
unclear  whether  the  marriage 
will  survive.  This  might  be 

revealing  -   England  has  seen 
reinterpretations  of  the  play  dur- 

ing the  1990$  more  radical  than 
this  (some  successful),  especially 
in  terms  of  reinterpreting  its  gen- 

der politics  -   but  the  theory  is 
more  interesting  than  the  prac- tice. 

Shylock  is  Roberto  Herlitzka, 
the  best  actor  of  the  cast  He 

catches  Shylock’s  cunning  and 
his  wit.  The  way  he  folds  to  the 
floor  at  the  end  of  the  trial  scene 

makes  some  impression.  But  nei- 
ther this  nor  anything  eta*  about 

his  performance  exert  great 
force,  because  Braunschweig  will 
not  let  them. 
Wbat  a   difference  it  makes 

when  a   director  puts  aB  the  focus 
on  his  actors!  Much  about  the 
Teatriditbalia  Amleto  might  seem 

whacky,  and  certainly  the  expres- 
sionists production  -   directed  by 

Elio  de  Capita ni  -   is  wholly 
unlike  almost  every  Bamlet  seen 
in  London  in  recent  years.  But 

everything  here  seems  to  frame 

and  complement  the  actors' 
work.  (The  Italian  translation  - 
in  the  hendecasyllables  that  are 
as  natural  to  Italian  expression 

as  the  iambic  pentameter  is  to 
RngHsh  -   is  by  Cesare  GarbolL) 

brtaHectuaJ  energy:  FaWano  Fantini  and  Ferdmando  Bruni  in  ‘Amleto’ 

Whereas  the  frequent  stasis  of 

the  actors  in  the  Piccolo  Mer~ 
cants  seems  contrived,  here  the 

frequent  stillness  of  the  actors  is 
natural,  riveting,  wonderfully 
expressive.  And  Perdinando 
Bruni  -   he  and  De  Capitani  are 

the  company’s  artistic  directors  - 
commands  the  play  as  few  Ham- lets ever  do:  commands  it  by 
sheer  force  of  mind.  Standing 
stiB,  he  emanates  energy.  (So  do 
all  the  other  actors,  notably  Ida 
MaringTii  as  Gertrude  and  Gian- 

carlo  Previati  as  Claudio.) 

'   In  B rani’s  case,  it  is  intellec- 
tual energy.  (As  it  happens, 

Bruni  is  not  only  an  actor  but 
also  a   director,  translator, 

designer,  and  painter.  He  has 

recently  translated  Rimbaud’s Satson  en  Enfer  into  Italian.)  He 

is  slight  of  physique,  but  elegant 

and  absolutely  assured;  his  voice 

is  a   dark,  incisive,  supple  bass- 
baritone.  And  so  we  hang  on 

Hamlet's  thought;  and  so  the 
whole  play  fall  into  place. 

I   think  we  would  hang  on  his 

thought  even  more  if  the  produc- 
tion had  less  Intrusive  recorded 

noise;  if  the  gimmick  of  speaking 

certain  speeches  into  a   micro- 
phone were  more  selectively  used 

(though  it  amplifies  them,  it 
reduces  their  effect);  and  if  there 

was  less  nonsense  with  transpar- 
ent plastic  curtains  whose  rise 

and  fan  during  the  action  is  more 
riyrfrafffa'ng  than  we  need.  But  the 

basic  modern-dress  economy  of 

the  staging  works  well.  The 
Ghost,  naked  and  given  an  excep- 

tionally eloquent  physical  perfor- 
mance by  Fabiano  Fantini,  really 

does  seem  to  come  from  Purga- 

tory. Polonio  (Ruggero  Dondi) 
dominates  his  family  with 

unnsnal  force ;   Laerte's  neurotic 

rage  and  Ofelia’s  madness  both 
grow,  dearly  and  interestingly, 
from  his  repressive  control.  Ofe- 
lia  (Paola  Rota)  really  is  a 
beauty;  and  both  Luciano  Scarpa 

(as  Orario /Horatio)  and  Alessan- 
dro Quattro  (in  several  roles) 

make  very  fine  impressions.  The 
tension  between  the  essentially 

classical  but  always  natural  act- 

ing style  of  the  company  and  the expressionists  framework  of  the 
production  is  remarkable.  The 
stage  world  seems  surreal;  the 
actors  make  it  real. 

‘Amteto'  a!  the  Teatro  dl  Portaro- 

raana,  Mian,  until  April  30.  *B  Mer- eante  di  Venezia’  at  the  Piccolo  Tea- 

tra,  Man,  unfa  April  18. 

NEW  YORK  MUSIC 

Difficult  diva 

returns  to  Battle: f 
She  used  to  be  everyone's 

darling.  Slim,  wide-eyed  and decisively  dimpled,  she  looked 

like  anything  but  an  open  Star. 
She  exuded  sweetness  and  light, 

easy  charm,  softness  and 
fairy-tale  femininity.  She  was 

smart,  too.  And  when  she  sang - 

especially  the  gentle,  high-lying melodies  of  Mozart  and  Richard 

Strauss  -   she  unleashed  her  own 
personal  chorus  of  silver  bells. 

Kathleen  Battle  was  the  toast 
of  the  best  operatic  towns  in  the 

world.  But  her  artistic  home  was 
here,  in  New  York,  at  the  mighty 
Metropolitan  Opera.  And  it  was 

Joseph  Volpe,  head  of  the Metropolitan  Opera,  who 
humiliated  her  with  a   public 

firing  five  years  ago  during 

rehearsals  for  Donizetti's  La PWe  du  Regiment.  The  official 
reason  was;  “unprofessional conduct  that  was  deemed 

profoundly  detrimental  to  the artistic  collaboration  among  all 

cast  members.” 
Battle’s  career  hasn't  exactly 

nourished  in  the  interim.  She 
has  made  some  recordings,  most 

notably  crossover  endeavours. With  the  accompaniment  of 
nothing  more  threatening,  or 
more  threatened,  than  a   pianist, 

she  still  gives  recitals.  She  has 
not  appeared  in  an  opera 
prod action  anywhere  since  1994, 
however,  and  her  concert 

engagements  aren't  as  frequent 
or  as  prestigious  as  they  used  to 
be.  Many  impresarios  seem  to 
have  decided  that,  minus  the  Met 

imprimatur,  it  isn’t  worthwhile 
to  do  battle  with  Battle. 

The  difficult  diva  may  find 
herself  in  career  distress,  but  she 
still  wnnnwMlt  Miimph  faithful 

fans  to  pack  Carnegie  HaJL  In 

fact,  she  did  just  that  on  Sunday 

afternoon,  with  the  ever-faithfol Martin  Kaiz  providing 

extraordinarily  tactful 
reinforcement  at  the  keyboard. 

Now  50,  Battle  still  commands 
the  limpid,  shimmering  tone  that 
illuminated  her  work  in  her  best 

days.  Her  range  remains  wide, 
and  the  top  tones  still  shine brightly.  She  remains  a   canny 

stylist,  and,  yes,  she  still  looks 
lovely.  (It  is  no  accident  that  the official  programme  biography 

flaunts  this  statement:  “Her 

collaboration  over  many  years  * 
with  the  noted  scenic  and 

costume  designer  Reuben  « 
Ter-Arutmnan  produced  a   series 
of  gowns  lor  her  most  important 

engagements.”) 

Alas,  the  remnants  aren’t  \ 
enough.  Her  voice  was  never  big, . 
and  it  seems  smaller  now.  More  • 

damaging,  her  interpretations are  beginning  to  lend  new 
meaning  to  such  concepts  as 

wispiness  and  pretioosness. 
Self-conscious  to  fault.  Battle 

doesn't  just  sigh  and  whisper, 
she  coos  and  whimpers-  An  i equal-opportunity 

mush-provider,  she  makes  it 
difficult  for  the  innocent  listener  . 
to  decide  whether  she  is 

articulating  Bngtieh,  French, 
German,  Italian  or  Spanish. 

If  her  vocal  mannerisms 
bonier  on  caricature,  her 

physical  demeanour  suggests 
semaphore  gone  awry.  Every 

song  is  illustrated  with  constant 
motion,  the  most  favoured manoeuvre  resembling  the 
breast  stroke.  If  only  someone 

could  tie  those  hyperactive 

hands  behind  that  lovely  back. 
Battle’s  skimpy  potpourri 

agenda,  punctuated  with  endless bows,  exits  and  entrances,  began  J 

with  a   couple  of  breathy  arias 

from  Handel's  Theodora.  Three 
Mozart  songs  provided  a   bland transition  to  four  wan  Richard 
Strauss  Lieder,  with  a   popular 

fiffii,  “Standchen,"  saving  as 

mock-encore  before  the  interval.  - The  second  half  of  the  recital,  for 

which  the  protagonist  seemed 
slightly  less  nervous,  opened 

with  the  bel-canto  filigree  of  “O 

luce  di  quest ’anima"  from 
Donizetti’s  Linda  di  Chamounix- 
Then  came  some  nicely  perfumed 

reveries,  courtesy  of  Fanre,  and,  - 
at  dimax  time,  spicy  Iberian  • 
indulgences  of  Guridi, 
Ganstavino  and  Obradors. 

The  first  encore  offered  the 

operettic  gush  of  “Schenkt  man  . 
rich  Rosen  in  Tiro]”  from ZeDer*s  Vogelh&ndler,  in  a 

performance  gooey  enough  to 
make  the  old  Schwarzkopf 

recording  seem  pristine. 
One  fled  in  sadness. 

Martin  Bemheimer 
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DANCE  IN  PARIS  WILLIAM  FORSYTHE  BALLETS    

Taking  steps  to  solve  the  puzzle 
William  Forsythe  has  found  an 
enthusiastic  following  among  the 

Paris  dance  public  since  1987, 
when  h Is  In  the  middle,  somewhat 
elevated  was  made  for  the  Opera 
ballet.  Seasons  at  the  Theatre  Du 
Chitelet,  stagings  at  the  Qp&a, 

have  consolidated  this  admira- 
tion. Now  the  Opera  has  mounted - 

an  evening  of  his  works:  h»  the 
middle,  and  the  acquisition  of 

The  Vertiginous  Thrill  of  Exacti- 
tude (Forsytluan  titles  are  a   mea- 
sure of  intellectual  pretensions) 

and  the  creation  of  two  new 

pieces:  the  inconsiderable 
Woundwork  1   and  the  fascinating 

Pas  I   parts.  I   saw  them  last Wednesday. 

There  is  in  Forsythe’s  work, 
and  in  the  eager  cries  of  delight 
from  bedazzled  commentators 

that  greet  it,  an  element  of  naiv- 
ete, even  of  re-inventing  the 

wheel.  And  few  new  Imperial  out- 
fits have  been  more  ecstatically 

bailed,  or  more  carefully  scrutin- 
ised. (Criticism  about  Forsythe  in 

Europe  is  an  industry  producing 

more  fog  than  sense.)  The  dis- 
jecta membra  of  movement  that 

he  produces,  the  dismantling  of 
the  academic  clock  that  he 

undertakes  to  make  several  curi- 
ous little  machines  which  no  lon- 
ger tell  the  time,  suggest  his 

manner.  Movement  is  speeded 
up,  broken  into  aanposents,  its 
habitual  connections  rejected. 
The  academic  dance  language, 

say  his  devotees,  is  variously 
“deconstructed"  or  “athletically 

developed  from  Balanchine"  or 
inflected  with  attitudes  taken 

from  rock  or  hip-hop  or  break- 
dance.  There  is  some  heavy  intel- 

lectual baggage  attendant  upon, 
this  -   refereattces  to  Daniel  Iie- 
beskind  and  Foucault  and  other 
modish  names  are  used  to 
“explain"  the  choreographic 
m filfie. 

Bis  dances  look,  to  me,  tike  an 
unsolved  jigsaw,  out  of  kilter, 

in  manner  (the  danc- 

ers frequently  have  a   sullen,  dis- 

engaged air),  movement  cork- 
screwing from  the  loose-hipped 

torso  as  if  muscular  control  had 
gone.  And,  cm  a   deeper  level,  the 
alienation  extends  to  the  grim 

lighting,  and  those  grinding 

accompaniments  which  come 

from  his  favoured  sound-pro- vider. Them  Willems,  suggest  a 
steel-mil]  in  extremis. 

And  so  this  Forsythe  pro- 
gramme at  the  Opera.  It  began, 

properly,  with  In  the  noddle  in meticulous  performance.  The 

Opera  (fencers'  classic  integrity 

The  Opera  dancers’ classic  integrity  gave 

a   glossy  bravura  to 

every  least  twitch 

gave  a   glossy  bravura  to  every 
least  twitch.  Then  the  first  new 

piece,  Woundwork  1,  whose  title 
refers  to  the  winding  and 

unwinding  of. knots  rather  than 
the  wounding  of  the  academic 

dance  by  teasing  and  distorting 

it.  Two  couples,  Marie- AgnesGO- 
fot  and  Jos£  Martinez,  Delphine 
Moussin  and  Lionel  Delanoe, 

explore  two  separate  duets,  going 

their  unconnected  ways,  occa- 
sionally complementing  or  echo- 

ing each  other.  The  manner  Is 
rather  lethargic,  with  a   slow 

unfolding  of  action  and  a   re- 
winding of  dynamics  that  has  a 

dream-like  uncertainty  of  tempo. 
The  dancers  are  superb:  the 
dance  much  less  so. 

The  contrast  with  the  succeed- 
ing Vertiginous  Thrill  is  extreme. 

This  dates  from  1996  and  makes 
an  ultra-academic  response  to  the 

allegro  vivace  from  Schubert's “Great"  C   mayor  symphony.  The 

music  is  untouched,  as  two  men 

and  three  women  chum  out  con- 
ventional, if  taxing,  politenesses. 

They  look  as  if  they  would  be 
better  employed  in  the  Paquita 
trio  -   where  the  classic  dance 
has  a   bright  and  engaging  edge. 

But  to  close  the  evening,  some- 
thing new  and  considerable.  Pas / 

parts  offers  20  short  bursts  of 

activity  -   solo,  duet,  trio,  ensem- 
ble -   which  pursue  each  other 

across  the  stage,  sometimes  over- 
lapping, dedicated  to  exploring 

the  potential  of  a   step  or  a   move- 
ment cell.  The  stage  is  a   vast 

white  box.  Thom  Willems'  accom- 
paniment bangs  and  grumbles 

like  a   threatening  storm.  The 
cast  farhufos  some  of  the  Opera's 
best  artists.  Forsythe’s  text  is  yet 
again  a   jigsaw  puzzle  of  ideas, 

whose  connections  seem  as  diffi- 
cult as  in  that  first  moment  when 

the  puzzle  spills  on  to  the  table. 
But  links  and  connections 

emerge,  and  the  dance  -   often contorted  in  outline,  brusque  in 

energy  -   lias  a   fine  impetus  to  it. 
Two  sections  seemed  outstand- 

ing. A   solo  for  Nicholas  Le  Riche 
Involves  a   breath-taking  circuit 
of  the  stage  in  which  the  leading 

edge  of  the  movement  can  appear 

to  be  his  shoulder  or  elbow  -   Le 
Riche  a   marvellous  exponent  of 
the  most  fascinating  aspects  of 

Forsythian  theory  as  he  shows  us 
how  energy  pours  through  the 
movement.  A   duet  for  Eleonora 

Abbagnato  and  JSrfmte  B62in- 
gard  could  be  the  pas  de  deux 

from  Balanchine's  Apollo  70 
years  on.  There  is  the  same  inevi- tability about  the  dance,  the 
same  sense  of  rediscovery  of  aca- 

demism, and  the  same  intensity 

of  feeling.  1   thought  it  wonderful, 
and  Abbagnato,  so  delicate  in 

physique,  so  true  in  style,  is  a 
grandly  promising  young  artist 

dement  Crisp 
franca  wftti  fin©  Impetus;  scene  from  ‘Pas/parts’ 

INTERNATIONAL 
BAjart  programme  comprising . 

Stravinsky’s  Le  Sacre  de 
'   Print  emps  and  Petruschka,  and 
Ravel’s  Bolero;  Apr  20 

Barbican  Hafl 7VL  a   a   flOQl whole  of  the  artist’s  careen  from Ar\f  ■H  A   tn  lnl  / 
Mozart  and  Shostakovich.  With 
rvan/i  oAlnkt  Mrtoikn  1   InhiHa- 

Apr  16, 18 
www.coc.ca The  Golden  Ass:  bv  Randolnh 

/   Cu  44- 1   ft  -wo  oozdl 
•   London  Symphony  Orchestra: 
conducted  by  Michael  Tdson 
Thomas  in  works  by  Charles 

/*f#T  l*r  IO  JLH 

■   OPERA 

English  National  Opera, 

pJrtJ  fv  ouruwx  ivniPunw/  uwirun, 

Apr  14 

•   Vienna  Phiharmonic 
Orchestra:  conducted  by  Roger 

PARIS 
OPERA 

Peters.  World  premiere.  With  a 

libretto  by  Robertson  Davies.  The 
director  is  Colin  Graham  and  toe 

Arts CHICAGO 
hres,  Carl  Buggies  and  Bruckner; 

Apr  15 

London  CoSseum 

Tel:  44-171-832  8300 

A   Mofi  ctofol  o*  h\r 

Nonrington  in  works  by  Nicolai, 
Bellini  and  Bruckner,  with  piano 

of  FrifiHrich  Hofickft! 

Op6ra  National  de  Paris,  Op6ra 
Bastflle 
Tel:  33-7-4473  1300 

www.opera-de-paris.fr •   Lohengrin;  by  Wa^jer. 

Conducted  by  Marie  Elder  in  a 

staging  by  Robert  Careen,  with 
designs  by  Paul  Steinberg: 

Apr  19 

•   Lucia  di  Lammermoon  by 

Donizetti.  Conducted  by  Bruno Campanella  in  a   staging  by 

conductor  is  Richard  Bradshaw;  . 

Apr  15, 17 

Guide 
AMSTERDAM 

CONCERT 
Orchestra  Hafl 
Tel:  1-312-294*000 
www.chfcagosymphony.org  .. 
Kathleen  Battle:  recSaJ  by  the 

soprano  of  a   programme 
including  works  by  Handel, 
Mozart  and  Strauss,  with  pianist 
Martin  Katz;  Apr  18 

•   Lonoon  sympnony  utawsuu 
conducted  by  Michael  TBson Thomas  in  works  by  Haydn, 

Bartdk  and  Sibefius,  with  viola 
soloist  Yuri  Bashmet;  Apr  18 

Royal  Festival  Hafl 
Tet  44-171-960  4242  • •   Academy  of  SL  Martin  in  the  . 
Reids:  Sr  Nevffle  Mariner 

w   WlCTwOlolo.  Dy  DUfUL 

Conducted  by  OUver  von 
Dohndnyi  in  a   new  staging  by  Ian 

Judge;  Apr  15, 17 '   •   Salome:  David  Atherton 

conducts  Richard  Strauss’  opera, 
staimg  Vivian  Tierney  as  Salome 

in  David  Leveaux’s  production; 

Apr  16, 20 •   Semeie:  Rosemary  Joshua 

bwuwi  nifrOi  ivhi  nuiiwivCf 

Apr  19 

EXHIBITION 
Haus  der  Kunst 

Tel:  49*9-211270 
AngeBka  Kauffman  (1741-1307): retrospective  of  works  by  the 
Swiss  decorative  artist,  who  was 

a   founder  member  of  London’s 

VIENNA 

CONCERTS 
Musffeverem Tel:  43-1-5058  6810 Vienna  Radio  Symphony 

Orchestra:  conducted  by  Gerd 
Albrecht  in  works  by  Victor 

Ulfmann  and  Erwin  SchuEhoff; 

DANCE 

Hot  Muziekthoater 
Tet:  31-20*51  8911 

•   Leipzig  Ballet  triple  bffl  of 
works  by  Uwe  Schote;  Apr  15, 

OFXOiRENCE 
.OPERA 

celebrates  his  75th  birthday  with 

a   programme  including  works  by 
Mozart,  Brftten  and 
Mendelssohn;  Apr  14 

A   1   rtivtan  Phlthsmraixr'  *   • 

sings  the  title  role  In  Robert 
Careen’s  new  production, 

conducted  by  Harry  Bicket; 

Apr  19 

Royal  Academy,  includes nfrMhvw  HrauHrvtQ  nrintR  Anri 
Andrei  Serban  and  Robert 
Careen  with  besians  bv  WiTBam 

Apr  16 

pauiun^r  uianuiya,  fAuiw  aiiu 
porcelain;  to  Apr.18 

Dudley;  Apr  14, 17 TV  AND  RADIO 

Teatro  Comunale ' 
NEW  YORK 
OPERA 

MetrofwBtan  Opera,  Lincoln Center 

Tet  1-212*826000 wwwjnetopora.org 

•   Susannah:  by  Floyd.  James 
Conion  conducts  a   new  staging 

by  Robert  Falls,  with  a   cast  ted 

SWANSEA 
OPERA 

Grand  Theatre 

Tet  44-1792-475  715 
Welsh  National  Opera:  Peter 
Grimes,  by  Britten.  Carlo  Rizzi 
conducts  a   staging  by  Peter 

Stein,  with  a   cast  led  by  John 

Daszak  and  Janice  Watson; 

•   WORLD  SERVICE 

17. 18 

•   Nederfands  Dans  Theater  U 

programme  of  works  toy  Inger, 

Lightfoot,  Kylttn  and  Van  Manen; 

Apr  20 
OPERA 

Netherlands  Opera,  Met 
Muztektheater 

Tab  39-055-211158  . 

www.maggfodorantbm.com 

The  Queen  of  Spades:  by 

Tchaikovsky.  Conducted  by 

Semyon  Bychkov  in  a   staging  by 

Lev  Dodn,  In  a   co-production 
with  Netfterfands  Opera  and 

Cpfira  National  de  Paris; 

Apr  15, 18 

Orchestra:  conducted  by  Leon 
Botstern  In  works  by  Wagner, 

Khachaturian,  and  Dvorak; 

Apr  16 

1   •   London  Philharmonic 
Orchestra:  conducted  by  Daniel 

Harding  in  works  lay  Brahms, 
Mozart,  and  Strauss;  Apr  20 
•   Orchestra  of  ffie  Age  of 

Enlightenment  conducted  by 
Paul  Daniel  fri  works  tv  Mozart, 
ufifh  drtWcfe  Jnnbrtfnn  onnronA 

LOS  ANGELES 

CONCERTS Dorothy  Chandler  Pavfflon Tel:  1-213-365  3500 
wwwJaphfl.org 

Los  Angeles  PhBhvmonic: 
conducted  by  Bn  manual  Krfvine 
in  works  by  R.  Strauss,  with 

BBC  World  Service  radio  for 

Europe  can  be  received  In 
western  Europe  on  medium  wave 

648  kHZ  (463m) 

EUROPEAN  CABLE  AND 

SATELLITE  BUSINESS  TV 

•   CNN  International 

Tel:  31-20-551  8911 rUwJIaH-  Kir  V/orrfi  nondUCtSu  OV 

geneva 

piano  soloist  Martha  Argerich; 

Apr  15, 16, 17, 18 

by  Renee  Fleming  and  Samuel 
Bamotr  irv  1R 

Apr  17 

Monday  to  Friday.  GMT: 

ytCUO.  DY  VwUL  vvn  awwwuy-L-  a 

Carlo  FSzti  In  a   staging  by  Klaus 

Michael  Grfiber,  with  a   cast 

led  by  Vladimir  Bogachev, 
Apr  16, 19 

nameyi  Mpr  id 

•   Wozzadc  by  Berg.  James 
Levine  conducts,  with  a   cast 

including  Hfldegard  Behrens  and 
Franz  Grondheber;  Apr  17 

TOKYO 
DANCE 

NHKHaU The  Roval  Batlefc  the  British 

0630:  Moneyflne  with  Lou  Dobbs 

DANCE 
Bfitfchent  dee  Forces  Motnces 

Tet  41-22-418  3000 
'   BaUet  du  ©and  ThAStre  de 

wiut  auwiD  niwiumy  supioiiM 
Susan  Chflcbti;  Apr  19 

•   PhflharmorUa  Orchestra: 

conducted  by  Christian MUNICH 

CONCOCTS 

13*30:  Business  Asia 
19J30:  World  Business  Today  . 

22M:  World  Business  Today 

Update 

BERLIN nANT.P 
Geneve:  La  Bayadere:  New 

staging  by  Etienne  Frey, -with 

designs  by  Gerald  Poussin.  With 

TWetemam  m   works  by  Brahms 
and  Schumann,  with  piano 
soloist  Andreas  Haafflger;  Apr  17 

PhHharmonie  Gastelg 

Tflt  49-89&81  8181 •   Maxim  Vengerov:  recital  by 
.■.I —   iJnilrad  viitvVe  Ku  Rnahmc 

New  York  CHy  Opera,  Near 
York  State  Theater Tef- 1-272-870  5570 

1119  nvytu  URi  UHUOII 

company’s  tour  opens  with  Swan 
Lake;  Apr  16, 17, 18, 19 

•   Business/Market  Reports; 

05:07;  06:07;  07:07;  08:20;  0920;  ] 
1020;  1120: 11:32;  1220;  1320; : 

1420.  ■* 

Deutsche  Oper 

Tef:  49-30-34384-01 

•   Tokyo  Bailee  in  the  Gom
an 

premiere  of  Maurice  B§|ar
E s 

staging  of  The  Nutcracker;
  Apr 

14,15.16.17,18 
 - 

•   Tokyo  Ba
llet  in  a   Ma

urice 

the  Orchestra  de  (a  Suisse 

Bomande  conducted  fay  Thomas 

RCfirier;  Apr  15. 16, 17, 18, 19 

EXHIBITION  . 

RoyaT  Academy  of  Arts 
Tet  44-771-3008000 

me  vjoumsi  oi  wonts  cy  pranfi&r 

Prokofiev,  Chausson  and  Ravel, 

with  pianist  Leon  McCawiey, 

Apr  15 

/   v/wr  v 

wwwjiycopera.com 
intermezzo:  by  R-  Strauss.  New 

staging  by  Leon  Major,  with  sets 

TORONTO 
OPERA 

LONDON 
CONCERTS 

'   VasSy  Kandinsky-.  Waiercolours 
and  other  Works  on  Paper.  140 
works  on  paper  spanning  the •   Munich  Philharmonic 

Orchestra:  conducted  by  Yakov 

Khafebag  in  works  by  Schubert; 

by  Andrew  Jackness  and 
costumes  by  Martha  Mann. 
Conducted  bv  Georoe  Manahan: 

Canadian  Opera  Company, 

Hummingbird  Centre Tet  1-416*63  6671 
At  0820  Tanya  Beckett  of  FTTV  ■ 

reports  five  from  UFFE  as  the  " London  mteket  opens. 

i   ‘   ■-  -   .   ..  4 
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Relations  between 
the  World 

 
Bank 

and  its  preside
nts 

have  often  been 

choppy.
  But  even  by  previ

- 

ous stand
ards,  the  past  few 

weeks 
 
have  been  gruelli

ng 

ifor  James 
 Wolfen

sohn. 
 
the 

Rank’s
  

chief. 
 
As  well  as 

threats
  to  the  instit

ution's
 

.financ
ial  standin

g  and  the 

depart
ure  of  key  aides,

  he 

has  found
  himsel

f  in  a 

Shouti
ng  match 

 with  his 

•board 
 of  directo

rs  over  the 

'Future 
 
of  the  organis

ation. 

<1  When  finance  and  develop- 
ment ministers  hold  their 

spring  meetings  in  Washing- ion  in  two  weeks  time,  there 

will  be  some  blunt  questions 

‘for  Mr  Wolfensohn  to 
.answer:  Is  the  expensive  re- 

organisation of  the  Bank  he 
launched  two  years  ago 
delivering  results?  And  does 
he  have  a   convincing  vision 

!for  the  Bank's  future  role? Half  the  8250m  earmarked 

for  internal  reorganisation 
.at  the  Bank  has  now  been 

spent,  and  Mr  Wolfensohn 
Jiaw  promised  to  cut  running 
■costs  by  $50m  next  year  and 
a   further  $S0m  in  fiscal  year 
,2001  -   a   reduction  of  10  per 
cent  in  real  terms. 

The  strain  on  the  Bank's 
*9,000  staff  is  already  show- 

ing. Job  Insecurity  has 

'dented  morale;  395  staff  have 
'been  made  redundant 
already  and  management  Is 

‘seeking  authority  to  remove 
.another  250.  Job  insecurity 
jhfl.c  already  also  meant  that 

the  Bank's  complicated 
“matrix  management  sys- 

tem” has  worked  less  well 
'than  it  should.  So  has  the 
“internal  market"  budgeting 
.process,  through  which  dif- 

ferent parts  of  the  hank  buy 
.services  from  each  other. 
.   “I  had  seen  the  world 
.   before  coming  here  and  the 

.Bank’s  process  is  the  worst 
3*ve  found,"  one  despairing 
manager  told  the  staff  asso- 

ciation. “This  is  the  only 
'institution  where  everybody 
.Is  charging  everybody  else. 

*We  count  the  same  money 

.many  times  over." When  the  budget  begins  to 

.shrink  in  the  summer,  man- 

pagers  fear  that  the  quality  iff 

analysis  and  advice  will  suf- 
fer. Outsourcing  and  job  cuts 

may  intensify.  Departments 

fmight  no  longer  get  the  ser- 
;vice  they  require  from  other 
parts  of  the  Bank.  And 
long-term  planning  could  be 

’sacrificed  to  keep  day-today .work  on  track. 

“Given  the  expanding 
.needs  of  our  clients  -   and 
jthelr  increasing  demands  on 

COMMENT  &   ANALYSIS 

Wolf  at  the  door 
Robert  Chote  reports  on  the  tension  between  the  World  Bank 

and  its  president,  James  Wolfensohn 

us  -   one  could  argue  that 
this  is  the  time  to  invest 
more  in  the  Bank,  to  make 

even  more  resources  avail- 

able, not  less,"  Mr  Wolfen- 
sohn has  told  his  hoard. 

But  the  tank's  executive directors,  who  represent  its 

181  member  governments, 
are  in  no  mood  to  give  him 
extra  cash.  They  recently 
forced  Mr  Wolfensohn  to 

withdraw  a   small  but  signifi- 
cant request  for  $l3.3m  to 

meet  a   budget  overrun  for 
the  renewal  of  information 
technology  systems. 

“It  is  certainly  possible 
that  the  shareholders  will  be 

persuaded  that  the  Bank's budget  can  rise  again  in  real 
terms,"  argues  one  board 
member.  “But  we  must  meet 
-   or  show  that  we  can  meet 
-   the  2001  target.  Without 
that,  the  management  has 

no  credibility.” The  relationship  between 
Mr  Wolfensohn  and  his 
board,  wary  at  the  best  of 
times,  Is  unusually  strained. 
The  latest  flashpoint  was  a 
discussion  of  the  so-called 
“Comprehensive  Develop- 

ment Framework”  -   Mr  Wol- 
fensohn’s  grand  plan  to  rede- 

fine the  Bank*9  strategic direction. 

He  claims  that  “the  CDF 
suggests  a   broader,  more 

holistic,  and  longer-term 

approach  to  development”,!! involves  setting  up  a   matrix 

for  each  country,  which  allo- 
cates a   comprehensive  Ust  of 

policy  areas  (everything 
from  sewerage  to  judicial 
systems)  to  a   number  of 
development  players  (gov- 

ernment. civil  society,  bilat- 
eral donors  and  multilateral 

organisations).  Mr  Wolfen- 
sohn believes  this  will  iden- 

tify gaps  and  prevent  dupli- cation. 
Most  directors  support  the 

principles  of  the  framework, 
but  are  nervouB  about  imple- 

menting it  Some  believe  Mr 
Wolfensohn  has  simply  re- 

invented the  wheel.  A   few 
axe  worried  that  It  will  be 

used  as  an  excuse  for  expan- 
sionism as  the  Bank  tries  to 

fill  every  gap  itself.  Doubts 

about  Mr  Woffensohn’s  plan 
intensified  when  Marianne 
Haug,  the  official  In  charge 
of  developing  the  CDF,  sud- 

denly resigned,  apparently 
concerned  about  the  details 
of  implementation. 
When  the  board  put  their 

concerns  about  the  frame- 
work at  a   meeting  last 

month,  Mr  Wolfensohn 

erupted.  Blasting  the  direc- tors for  shortsightedness,  he 
said  he  had  personal  backing 
for  the  idea  from  several 

European  heads  or  govern- 
ment. And  invoking  the 

memory  of  Yehudi  Menuhin, 
the  virtuoso  violinist  who 
had  died  shortly  before,  Mr 

Wolfensohn  complained  that 

he,  too,  had  an  artistic  vision 
which  deserved  better  than 

to  be  met  with  182  pettifog- 

ging questions. 
Mr  Wolfenaohn’s  outbursts 

are  not  uncommon,  but 
advisers  concede  this  was 
his  worst  flare-up  yet  Board 
directors  were  enraged  by 

the  discovery  that  the  CDF’s “holistic”  approach  was 
already  being  applied  in 
Bolivia,  complete  with  an 

apparent  delegation  of  bud- get authority  that  they  had 
not  been  told  about  But  Mr 
Wolfensohn  was  in  no  mood 
to  be  conciliatory. 

Most  directors 

expe
ct  

this 
storm 

 
to  blow 

over, 
 
like  oth- ers befor

e  
it  “Jim  just  does 

not  unders
tand  

the  board.'
' one  direct

or  
says, 

 
pointi

ng 

to  Mr  Wolfe
nsobn

's  

back- 
ground as  an  inves

tment
 

banker
,  

rather
  
than  an  inter- 

national 
bureaucra

t.  
“And we  will  never 

 
be  the  sort  of 

board 
 
be  would

  
like.  Most 

people
  
think 

 
he  is  doing 

 
a 

good  job,  altho
ugh  

we  all 
bring 

 
lists  of  hang-u

ps  
and 

frustr
ations

.” It  remains  to  be  seen  what 

happens  as  a   result  of  these 
frustrations.  Mr  Wolfensohn 
will  be  keen  to  ensure  that 
the  Bank  does  not  lose  out  to 

the  IMF  in  any  reforms  to 
the  “architecture”  of  the 
global  financial  system.  But, 
with  the  crises  in  emerging 
markets  contained,  if  not 
resolved,  it  now  seems  less 

likely  than  It  did  last 
autumn  that  he  will  press 
ministers  for  a   politically 
contentious  increase  in  the 
Bank's  capital  base. 

The  spring  meetings  will 
at  least  give  Mr  Wolfensohn 
the  nhanrw  to  showcase  the 

changes  he  has  Instilled  at 
the  Bank.  He  will  argue  that 
the  quantity  and  quality  of 
the  Bank's  lending  are  both 
Increasing.  Disbursements 
are  expected  to  reach  $28.7bn 
in  the  fiscal  year  to  June,  up 
from  $249bn  last  year. 

Emerging  market  rescue 
packages  explain  much  of 

the  increase,  but  the  Bank  is 
also  getting  more  bang  for 

Its  buck.  Mr  Wolfensohn's re-organisation  (known  as 

the  “Strategic  Compact")  has 
raised  the  share  of  loan  pro- 

jects rated  “satisfactory"  by 
the  Bank's  in-house  watch- 

dog to  80  per  cent  from  71 
per  cent  two  years  ago. 

Other  quality  measures  have 
risen  too,  in  effect  adding 
S4bn  to  the  real  value  of  the 
Bank's  lending. 

Meanwhile  the  Bank  has 

devoted  more  effort  to  finan- cial sector  reform,  stepped 

up  its  anti-corruption  work and  provided  emergency 

help  for  hurricane  victims  In Central  America.  Clients 
also  welcome  the  fact  that  23 

of  the  Bank's  51  country 
directors  have  been  moved 

out  of  its  Washington  head- 
quarters and  Into  the  field. On  the  financial  side,  the 

Bank  has  secured  pledges  of 

nearly  S12bn  to  finance  soft 
loans  for  poor  countries  over 
the  next  three  years.  New 

terms  for  lending  to  middle- 
income  countries  have  put 

the  Bank's  finances  on  a 
sounder  long-term  footing.  , 
And  higher-priced  loans  for  ̂ 
crisis  countries  will  give  the . 
Bank  net  Income  of  )l.3bn  to  I 

spend  next  year,  1330m  more than  the  Strategic  Compact  { 

proposals  had  assumed. “In  terms  of  meeting  our 

clients'  needs,  we  have  done 
much  more  than  was  ever 

anticipated  under  the  Com- 
pact -   with  unprecedented 

levels  of  lending,  disburse- 
ments and  advisory  ser- 
vices," Mr  Wolfensohn  has 

told  the  board.  “Our  focus  on 

poverty  reduction  Is  stron- 
ger, and  our  development 

effectiveness  is  greater  -   by 

almost  every  measure." But  can  it  last?  One  fear  Is 

that  the  Bank's  triple-A  rat- 
ing in  the  bond  market  will 

be  undermined  by  proposals 
in  the  US  Congress  to  fund 
disaster  relief  for  Central 

America  with  money  previ- 

ously pledged  to  back  the 
Bank's  loans.  Mr  Wolfen- 

sohn must  hope  that  Robert 

Rubin,  the  US  Treasury  sec- 
retary, will  carry  out  his 

threat  to  veto  the  scheme. 
For  now,  the  results  of  Mr 

Wolfensohn’s  shake-up  carry 

more  weight  with  govern- 
ments than  concerns  about 

the  future  of  the  institution. 
But  with  budget  pressures 

perhaps  now  posing  a   threat 
to  the  recent  improvements 
in  the  Bank’s  performance, 
it  remains  to  be  Been  for  how 

long  be  will  be  given  free 
rein  to  pursue  his  vision. WoBsntotar  This  Is  the  Uma  to  Envwat  more  In  tha  Bank1 

LETTERS  TO  THE  EDITOR 

EU’s  data  protection  directive 

provides  a   satisfactory  framework 
x   ,   .   :   *o 

From  Ur  Graham  Wood. 

Sir,  The  current  debate 
between  Europe  and  the  US 

regarding  privacy  Is  not 

assisted  by  Amitai  Etaoni's article  “Protecting  privacy" (April  9). 

Mr  Etzioni  begins  by  stat- 
ing that  the  new  European 

Union  Data  Protection  Direc- 
tive requires  “company  use 

of  personal  Information  be 
preceded  each  time  by  the 

explicit  consent  of  the  per- 
son Involved".  This  is  not correct 

The  First  Principle  of  the 
new  directive  clearly  details 

those  areas  where  consent  is 

not  necessary.  These  Include 

the  processing  of  informa- tion “necessary  for  the  per- 

formance of  a   contract"  and for  the  “taking  of  steps  at 

the  subject's  request  with  a 
view  to  entering  into  a   con- 

tract". This  provides  compa- 
nies with  more  than  enough 

rights  to  carry  out  their  obli- 
gations to  customers. 

While  the  use  of  personal 
Information  thereafter  is 

subject  to  the  consent  of  the 

neous  to  give  the  impression 

that  every  thing 

requires  a   letter  to  be  sent  to that  person.  For  example,  I 

have  a   loyalty  card  with  a 
supermarket  and  have  given 

my  permission  that  they 

may  use  that  data  for  their internal  purposes  and  may 

sell  that  data  on.  It  would  be 

hard  to  argue  that  a   regime that  allows  this  is  either 

overly  restrictive  or  onerous. 
Mr  Etzioni  is  correct  when 

he  states  that  powerful  com- 
puters and  software  mean that  more  detailed  informa- 

tion can  be  kept  on  individu- als. As  the  digital  age  prog- 
resses this  wifi  become  an 

increasing  problem  due  to  a 
variety  of  issues,  such  as 

incorrect  or  out  of  date  infor- 
mation. The  advance  of  technology 

also  creates  business  oppor- 
tunities as  companies  will 

increasingly  be  valued  on 
tire  basis  of  their  ability  to 
handle  and  accurately 

manipulate  data  of  all  kinds, 

personal  informa- 

tion. 

mercial  requirement  to 
 Umlt 

access  to  personal  data
  m 

addition  to  a   very  real  n
eed 

to  protect  the  individual
. 

It  is  foolish  to  claim  tha
t 

there  is  only  one  way  of  a
ch- 

ieving the  desired  result  in 
this  area  as  this  presupposes 
we  all  want  the  same  thing. 

Different  cultures  will  have 

different  aims  and  methods
. 

It  is  my  belief  that,  while 

It  is  not  the  only  model,  the 
new  directive  provides  an 

appropriate  structure  wi
thin which  society  and  business 

should  work  for  the  foresee- 

able future.  However,  with  a technology  that  changes  by 

the  week,  I   could  not  say 

that  this  will  be  true  10 

years  from  now  and  I   would 

hope  Mr  Etzioni  would  con
- cur from  a   US  perspective. 

This  makes  arguments  as  to 

who  is  “right”  or  has  the 
“best  system”,  somewhat 

sterile. 

Graham  Wood, 

partner, Cobbetts, 

Ship  Canal  House, 

Wasteful  support  behind  the  problems  in 
canned  peach  and  pear  industry 
FYomRD.  Taylor. 

Sir,  Your  readers  should 
not  be  misled  by  the  com- 

ments in  your  April  7   edition 
(“Bananas,  beer  now 

peaches  are  highlighted  in 

grocery  ’war'”)  by  a   Euro- 
pean Union  official  about  the 

causes  of  problems  in  the 
global  canned  peach  (and 

pear)  industry. 
The  overwhelming  cause 

Is  the  exceptionally  high  and 
wasteful  support,  even  by 
EU  standards,  provided  by 

the  EU  to  growers  and 
processors  of  canned 

peaches. 
This  reached  almost  80  per 

cent  (for  growers)  and  In 
excess  of  20  per  cent  (for 

canners)  of  the  value  of  pro- 

duction in  the  mid-1990s. This  is  much  higher  than  for other  sectors,  such  as  pig 

formers  (9  per  cent),  wheat 
farmers  (36  per  cent  and 
even  dairy  formers  (54  per cent). 

As  a   result  Greek  produc- tion has  almost  quadrupled 

since  1980.  The  problem  is 
not  confined  to  Greece  or  to 
peaches:  canned  pears  also 

receive  high  levels  of  sup- 

port 

This  has  caused  signifi- 

cant problems  for  unsubsi- dised growers  and  canners 
in  countries  such  as  Austra- 

lia. Despite  some  recent 
reforms,  taxpayers  in  the  EU continue  to  see  their  money 
wasted  on  growing  more 

fruit  than  Is  needed,  with 

consequent  environmental 

problems. 

In  addition,  there  Is  the 

problem  of  fraud,  as  the 
European  Court  of  Auditors 
found. The  Australian  industry, 

together  with  colleagues  In such  countries  as  Chile, 

Argentina,  South  Africa  and 
the  US.  has  developed  pro- 

posals that  would  provide  an 

interim  solution  with  bene- 
fits for  growers  in  the  EU 

and  elsewhere. RJ).  Taylor, 

PO  Box  196. Mooroopna, 

Victoria  3629 

Australia 
Number  Oue  Southwark  Bridge,  Loudon  SE1  9HL 

We  ere  Keen  to  encouDge  bttaa  (ram  readers  wrtMfc  Lettere  may  be  taxed  to  iM  1 71-873  5936  (eel  tax  to  tne1).  ojnaf; 
MtBrs.adRyon.com  Pubfanod  Hum  are  otoo  avafebto  cn  ns  FT  web  Ma,  hnpy/towwjT.cam  Transtadon  may  be  awdobta  lor 

totters  written  in  the  mam  intiotcnol  languages.  Fa*  *44  171-873  5838.  Letters  ahcxid  be  typed  end  r*x  hand  wrcen. 
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PERSONAL  VIEW  HOWARD  DAVIES 

A   forum  for  stability 
At  a   meeting  today  in  Washington,  the  world’s  many  financial  supervisors  and 

regulators  should  discuss  closer  co-operation  to  prevent  future  crises 

Today  Bees  the  first 

meeting, 
 
In  Wash- ington, of  the Financial

  
Stability 

Forum.  This  brings  finance 

ministrie
s,  

central  banks 

and  regulato
rs  

from  the 
Group  of  Seven  leading 

industrial
  
countries 

 
together 

with  Internati
onal  

financial 

instituti
ons  

and  regulator
y 

organisati
ons.  

How  thrilling, 

you  may  politely 
 
observe. 

Surely  there  are  meetings
 

like  this  every  day  of  the week? 

But  it  would  be  wrong  to 

be  too  cynical.  The  forum  Is 
the  place  for  working  out 

ideas  that  have  been  gestat- 

lng  since  the  Aslan  eco- 
nomic crisis  and  last  sum- 

mer's Russian  default. 

Why  did  the  Aslan  crisis, 
which  began  in  Thailand  in 

July  1997,  come  as  such  a 
surprise?  Why  did  what 
might  have  been  a   healthy 
market  correction  at  a   time 

of  over-rapid  growth  turn 

Into  a   spiralling  regional  col- 
lapse of  confidence  and 

reveal  fundamental  weak- 
nesses in  the  financial 

systems  of  the  affected  coun- tries? 
There  were  no  easy 

answers  to  these  questions. 
Some  argued  for  radical 
reform  of  the  International 
financial  architecture.  For  a 
time  it  seemed  as  if  some 

kind  of  global  design  compe- tition had  been  launched.  In 

which  the  creative  depart- 
ments of  every  finance  min- 

istry (if  that  is  not  an  oxy- 
moron) put  in  their  bids. 

There  were  calls  for  the 

merger  of  parts  of  the  Inter- national Monetary  Fund  and 
World  Bank,  and  even  for  a 

global  flmmrisl  authority. 
These  ideas,  or  some  of 

them,  may  have  merit.  But 
the  more  ambitious  reform- 

ers stubbed  their  toes  on  the 

near-impossibility  of  reach- 
ing global  consensus  on  the 

need  for  new  institutions. 
So  the  focus  shifted 

(appropriately,  in  my  view  ) 

away  from  the  architecture 
and  towards  the  plumbing. 
How  could  the  linkages 

between  the  different  partici- 

pants be  Improved  to  pro- 
vide more  timely  early  warn- 
ings of  impending  trouble, 

help  prevent  future  crises 
and  orchestrate  more  effec- 

tive responses  to  them? 
From  the  perspective  of  a 

regulator  in  a   large  devel- 
oped market,  one  prime  need 

seems  to  be  to  upgrade  the 

quality  of  supervision  in countries  where  it  has  been 

shown  to  be  wanting.  There 
are  agreed  international 
codes  of  practice  setting  out 

the  principles  of  banking, 
securities  and  insurance 

supervision,  and  most  coun- tries are  nominally  signed 

up  to  them.  But  there  Is  no 
effective  means  of  enforcing 

those  standards,  or  of  polic- 

ing their  implementation. 
The  regulatory  trades 

unions,  the  Basle  Commit- 
tee, Iosco  (which  brings 

together  the  world's  securi- ties regulators)  and  others 

cannot  discipline  their  -   vol- untary -   members. 

A   single  regulator  cover- 
ing the  whole  financial  sec- tor, such  as  the  one  we  now 

have  in  London,  and  one 
which  oversees  the  activities 

in  the  City  of  institutions 
from  many  countries,  sees 
these  gaps  particularly 
clearly. 

And  we  see  another  prob- 

lem, too.  The  Financial  Ser- 
vices Authority  is  the  main 

Financial  institutions 
themselves  no  longer  respect 

the  traditional  sectoral 
boundaries:  banks  own 

insurance  companies;  Insur- 
ance companies  own  banks; 

investment  business  may  be 
done  by  institutions  of  any 

type;  even  in  the  US,  legisla- tion now  in  Congress  could 
sweep  away  the  last  vestiges 
of  the  Glass  Steagall  restric- 

tions. which  separate  Invest- 
ment from  commercial  bank- 

ing. 

So  a   sectoral  regulator  In 

one  country  can  often  only 
see  one  dimension  of  the 
risks  being  run  by  a   global 
institution.  In  principle,  this 

problem  can  be  resolved 
through  collaboration.  Every 
International  institution 

ought  to  be  blessed  with  a 
lead  regulator,  who  can  co- 

ordinate the  views  of  the 
cornucopia  of  bodies  that 

oversee  Its  different  busi- 
nesses across  the  globe.  But 

if  this  structure  is  to  be 
effective,  the  information 
flows  between  regulators 
must  be  as  free  and  rapid  as 
those  within  the  firm  itself. 
That  Is  not  easy. 

We  need  to  look  for  trouble  more 

systematically  than  before,  and  to 

ensure  that  we  monitor  compliance 

with  standards  In  all  financial  sectors 

UK  representative  in  all  the 
international  groupings  of 

regulatory  authorities.  There 
were  about  70  of  these  at  lost 
count,  and  they  breed.  But 
almost  all  of  them  are  sec- 

toral. They  bring  together 

banking  supervisors  or 
insurance  supervisors  or 
securities  regulators,  but 
rarely  all  three.  There  is 
nowhere  for  different  types 

of  regulator  to  come  together 
to  share  views  on  the  overall 

stability  of  the  financial  sys- 
tem. And  there  is  certainly 

nowhere  where  all  these  reg- 
ulators meet  with  central 

bankers  and  finance  minis- 
ters. This  is  anachronistic  at 

a   time  when  international 
markets  are  increasingly 
Interconnected  and  where 

many  of  the  threats  to  finan- 
cial stability  in  the  industri- 

alised economies  arise  from 

developments  elsewhere. 

We  have  a   particular  ver- 
sion of  this  problem  within 

Europe.  In  the  euro-zone, 
regulation  Is  conducted 

largely  at  the  national  level, 
though  cross-border  group- 
lugs  are  developing  apace. 
So,  looking  ahead,  some 

people  worry  that  these 
groups  could  one  day  be 
without  an  identifiable 
national  base.  In  my  view, 

one  should  not  be  pessimist tic  about  this.  In  the  EU, 
habits  of  co-operation 
between  supervisors  develop 

rapidly  to  adjust  to  market 
changes,  the  single  market 

provides  a   common  regula- 
tory framework,  and  infer- motion  between  regulators 

flows  well.  All  the  awn*.  this 
co-operation  still  needs  hard work. 
More  difficult  problems 

are  posed  by  internet  com- merce and  by  cross-border 

business  from  less  well  regu- 
lated Jurisdictions:  offshore 

centres  and  others.  So  we 
certainly  need  a   step  change 

in  the  intensity  of  interna- 
tional regulatory  collabora- 

tion. 

This  was  part  of  the  think- 
Ing  behind  last  October's proposal  by  Gordon  Brown, 
the  chancellor,  to  consider the  need  for  a   new  body  to 

Improve  co  ordination.  Hans 

Tietmeyer,  the  president  of 
the  Bundesbank  was  asked 
to  assess  whether  the  case 
was  made,  and  his  report  to 
the  Cologne  meeting  of 

finance  ministers  In  Febru- 

ary argued  that  indeed  it was.  Today’s  meeting  of  the Financial  Stability  Forum, 
chaired  by  Andrew  Crockett, 
the  BIS's  general  manager, 
is  the  outcome  of  that  pro- cess. 

There  is  no  shortage  of 
suitable  cases  for  treatment. 
We  need  to  look  for  trouble 
more  systematically  than 
before,  and  to  ensure  that  we 
monitor  compliance  with 
standards  in  all  financial 
sectors.  The  different  group- 
togs  of  regulators  have,  in 
their  various  parts  of  the  for- 

est, been  trying  to  address 
the  problems  posed  for  finan- 

cial systems  and  financial 
regulation  by  highly  lever- aged institutions  (a  more 
appropriate  term,  we  think. than  hedge  fends).  Nowhere is  this  work  brought 

together.  The  forum  could  be the  right  place. 
Similarly,  all  the  group- 

ings  of  regulators  have  hwi 
wrestling  with  the  problem 
of  how  to  spread  best  regula- 

tory practice  to  offshore financial  centres.  But  that 
requires  political  support, 
and  q   better  constructed 
portfolio  of  carrots  and sticks  than  we  now  have 

available. 

With  markets  In  the  west 

hitting  new  htgfac  and  recov- ery under  way  in  a   number of  Asian  economies,  it  is 

easy  to  forget  the  dramatic market  volatility  of  1997,  and 
the  near-meltdown  of  last 
September.  So  now,  before the  memories  fade,  Is  pre- 

cisely the  time  to  begin  plan- 
nlng  our  response  to  the next  crisis. 

The  author  is  chairman  of 
the  UK's  Financial  Services 

Authority 
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Cult  of  the  US  manager 
S   Why  do  so  many  UK  companies  choose  US  bosses?  The 

“SaSbt^«ta  answer,  says  John  Plender,  is  often  desperation 

Handling 
Russia 

The  escalation  of  the  Kosovo 
conflict  signalled  yesterday  by 
Serbian  incursions  into  Albania 
and  news  of  further  reinforce- 

ment of  US  forces  provided  a 
timely  reminder  that  Nato’s bombing  campaign  against  Slobo- 

dan Milosevic  must  be  rnatnhc^ 
by  careful  diplomacy. 
And  at  the  top  of  Bat  of  diplo- 

matic priorities  is  the  manage- 
ment of  the  west’s  relationship with  Russia.  The  present  dis- 

agreements over  Kosovo  are 
understandable  and  manageable. 
But  if  the  conflict  is  not  to  spin 
out  from  the  Balkans,  Washing- 

ton and  tts  allies  must  avoid  a 
still  deeper  split. 

That  was  clear  when  Madeleine 
Albright,  the  US  secretary  of 
state  and  Igor  Ivanov,  the  Rus- 

sian foreign  minister,  met  in  Oslo 
yesterday  for  the  first  time  since 
the  war  began  three  weeks  ago. 
They  agreed  on  nothing  beyond 
the  need  to  keep  talking. 

It  would  be  naive  to  expect 
Washington  and  Moscow  to  see 
eye  to  eye.  Nato  has  no  choice 
but  to  continue  bombing  until 
Slobodan  Milosevic  polls  his 
troops  out  of  Kosovo  and  allows 
the  refugees  to  resettle. 

In  Russian  eyes,  the  west  has 

no  right  to  attack  a   sovereign 
state  that  poses  no  threat  to  alli- 

ance members,  should  in  any 
case  have  waited  for  United 

Nations  support,  and  has  gone  in 
with  no  clear  idea  of  what  it  aims 
to  achieve. 

Given  the  strength  of  these 

positions,  it  is  all  the  more  wel- 
come that  Washington  and 

Moscow  have  kept  talking.  But 
they  cannot  merely  agree  to  dis- 

agree for  too  long.  The  Kosovo 
crisis  is  moving  too  fast  for  tw 

They  need  to  recognise  and  taka steps  to  tackle  an  underlying 
divergence  of  interests. 

Russian  anger  against  Nato  is 

just  one  symptom  of  growing  iso- 
lation, thrown  into  relief  by  the 

collapse  of  the  rouble  Inst  year 
and  the  admission  to  Nato  last 
month  of  Poland,  the  Czech 

Republic  and  Hungary.  At  least  a 
third  of  the  Russian  population 
now  believes  it  should  turn  away 
from  the  west  and  cultivate  a 
Eurasian  sphere  of  influence. 
This  is  the  audience  for  the 

extreme  recent  remarks  by.  Rus- 
sian politicians  which  have 

caused  alarm  in  the  west 

These  politicians  should  now 
balance  the  instinct  to  satisfy 
their  domestic  audience  with  the 

need  to  safeguard  a   {dace  for  Rus- 
sia in  the  international  commu- 

nity. Far  its  part,  the  US  should 
engage  Russia  more.  That  means 
accepting  more  than  a   token  Rus- 

sian presence  in  the  international 
force  that  may  accompany  the 

refugees  back  to  Kosovo. 
Failure  to  do  *hic  risks  turning 

a   split  over  Yugoslavia  into 
another  cold  war.  Russia  may 

have  become  an  economic  weak- 
ling, but  it  is  too  populous  and 

well  armed  to  be  brushed  aside. 

Earnings  squeeze 
With  the  US  Dow  Jonas  index 

raring  past  the  10,000  level,  inves- 
tors are  hoping  for  some  good 

profits  news  in  the  first-quarter 
results  season,  after  a   lean  year 

in  1990.  Yet,  despite  a’ few  early, star  performers,  there  are  few 
reasons  to  be  optimistic  about 

this  year's  earnings  outlook. 
Although  gross  domestic  prod- 

uct grew  by  43  per  cent  last  year, 
total  profits  of  US  .   companies 
were  flat  The  top  Fortune  500 
companies  fared  even  worse, 
with  earnings  down  1-8  per  cent 

year-on-year.  The  main  reason 
was  a   squeeze  in  profits  between 
weak  pricing  power  on  one  hand, 
and  wage  growth  on  the  other. 
True,  growth  in  average 

weekly  earnings  (4  per  cent  in 
1998)  was  more  subdued  than 

expected,  given  low  unemploy- 
ment. But  this  has  to  be  com- 

pared with  a   rise  in  economy- 
wide  prices  of  only  1   per  cent 
(and  a   fan  in  producer  prices),  a 
result  of  global  deflation. 
Many  companies  responded 

with  strong  productivity  gains, 
and  cuts  in  non-labour  costs.  But 
this  was  not  enough  to  plug  the 

gap.  The  result  has  been  a   rise  in 
the  share  of  national  income 

going  to  labour  .compensation,  at 
the  expense  of  corporate  profits. 
Many  forecasted  are  predicting 

that  profits  wiR  bounce  back  this 
year.  The  main  reason  for  hope  Is 
the  improvement  in  the  world 

economy.'  The  recovery  in  oil 
prices  will  help  US  energy  com- 

panies; and  the  dampening  effect 

of  last  year’s  General  Motors strike  will  be  removed. 
But  the  pressure  on  profits 

resulting  from  the  inability  to 
pass  on  higher  labour  costs  will, 
if  anything,  intensify.  The  labour 
market,  is  tighter  than  ever,  and 
the  scope  for  compensating  pro-  j 
dactivity  gains  is  not  endless: 
An  improvement  in  the  world 

economy  would  help  American 

companies’,  trading  prospects. 
But  remember  that  exports  make 

up  ordy  ll  per  emit  of  GDP  -   and 
that  .   US  output  growth  could 
soon  cool  from  its  current  siz- 

zling pace.' 

Finally,  two  of  the  factors  sup 

parting  earnings  were  only  tana- ! 
porary.  First,  profits  have  been  > 
flattered  by  lower  interest  costa  j 

as  interest  rates  fell;  but  rates  ■ 
have  almost  certainly  now  bot- 1 
tomed  out  Second,  many  co mpa- 1 
nies  have  been  reducing  their  1 
post  of  capital  by  buying  back  j 

shares,  and  increasing  their  lev-  ; 
els  of  cheaper  debt.  This  process  j 
cannot  continue  forever.  .   1 

Overall,  it  is  not  implausible  | 

that  profits  will  again  fall  to 
grow  this  year  (although,  the 
InternatioEtally  active  S&P  500  I 

companies  are  Bkriy  to  do  better  . 
than  average).  Such  a   long- 

lasting  earnings  standstill  would'  i look  increasingly  anomalous 
alongside  historically  high  equity 
valuations.  Whether,  or  when,  j 

investors  will  take  flight  at  rids 

prospect  is  another  question. 

that  these  happen  in 

the  wrong  order,  as  with  the 

unfortunate  Michael  O’Neill  at 
Barclays.  He  resigned  as  he  came 
to  work  an  his  first  day. 

The  resignation  may  be  no 

reflection  an  Mr  O’NriH,  who  is 
said  to  have  been  a   victim  of  ill- 
health.  But  Barclays  now  shares 
the  experience  of  several  other 
UK  companies,  which  have 
looked  to  the  US  for  top  manage- 

rial talent  and  emerged  no  hap- 

pier for  the  experience. 
The  classic  instance  was  at  the 

strategically  challenged  telecom- 
munications group  Cable  &   Wire- 

less, which  acquired  the  services 
of  a   much  admired  American 

manager,  Dick  Brown,  in  1996. 
Mr  Brown  was  vociferous  in 

trumpeting  the  virtues  of  execu- 
tion as  against  strategy. 

*T  am  a   leader,”  he  told  the 
Financial  Times  soon  after  his 
arrival;  and  as  leaders  go,  he 

wart,  after  two  and  a   half  years 
of  frenetic  dealmaking,  to  Elec- 

tronic Data  Systems  in  the  US. 

Despite  all  the  impressive  execu- 
tion C&W  was  still  tn  a   strategic 

mess,  .   although  shareholders 
have  not  suffered. 

The  question,  then,  is  whether 

the  transatlantic  tnapagprai  'wiz- 
ards who  arrive  with  much  fan- 

fare in  the  UK  are  not  an  over- 
rated and  over-expensive  luxury. 

Certainly,  the  surprising  number 
of  companies  now  looking  in  the 

US  for  a   boss  -   mrihiritag  Reckitt 
&   Coleman  and  Reed  Elsevier  — 
cannot  believe  they  are.  But  it  is 
hard  to  think  of  any  instant 
boardroom  implant  from  the  US 
in  recent  years  that  could  be 
counted  an  outright  success. 
The  best  excuse  for  acquiring 

US  talent  Bays  Samuel  Johar. 
managing  director  of  executive 
research  consultants  Buchanan 

Harvey,  is  that  in  sectors  such  as 
telecoms  the  US  market  is  more 

highly  developed.  The  same  case 
could  be  made,  at  a   pinch,  to 

retail  banking.  Mr  O’Neill,  for 
example,  had  experience  in  his 

previous  job  at  BankAmerica  of 
selling  off  parts  of  the  group  -   a 
skfli  that  might  well  have  been 

relevant  at  Barclays. 
So  the  attraction  of  looking  to 

the  US  to  fill  the  g*p  in  such 
sectors  is  that  there  are  bound  to 

be  more  impressive  candidates 
available  than  in  the  UK.  Yet  the 

!   consultants'  vested  interests 
should  not  be  ignored. 

Directors’  pay  packages  to  the 
US  are  significantly  more  gener- 

ous thnn  in  Europe  and  any 

migrant  to  the  UK  can  be  expec- 
ted to  demand  an  over-theodds 

package  by  local  standards.  Since 
bead  banters’  fees  are  related  to 

pay,  a   farm  of  one-way  arbitrage 
that  raises  UK  rewards  without 
reducing  those  in  the  US  is 
immensely  attractive  to  them. 

They  might  not  be  able  to  seek 
an  exclusively  American  solution 
without  a   steer  from  the  com- 

ply concerned.  But  nor  is  it  sur- 
prising, given  the  incentives,  that 

The  sound  of  an  American 
accent  Is  no  rare  fixing  In 
the  corridors  of  Barclays 

Bank.  Although  It  is  one  of 

Britain’s  more  tradttion-boiznd 
hierarchies,  and  one  which  only 
recently  moved  beyond  the 

hereditary  principle  to  selecting 

its  top  managers,  Barclays  has 
Americans  running  two  of  its 

four  operating  divistons  -   Patti 
Jttaixn  at  Barclays  Global  Inves- 

tors mtd  Bob  Diamond  at  Bar- 

days  Capital. Nevertheless,  the  bank  still 
caused  splattering  in  the  City 
whoa  ft  looked  overseas  far  a 
chief  executive  following  Martin 

Taylor's  abrupt  departure  in 

November.  When  Barclay’s 

so  many  “global”  executive searches  focus  so  extensively  on 
the  US. 

It  is  important  to  make  a   dis- 
tinction between  those  North 

Americans  who  have  risen 
through  ranks  and  those  who 

have  parachuted  in.  Sir  Neil 
Shaw,  the  former  chairman  of 
Tate  &   Lyle,  was  a   Canadian  who 
happened  to  work  for  a   company 
that  was  acquired  by  the  British 

sugar  group.  He  then  worked  his 
way  up. 

Although  he  failed  to  secure  a 
timely  succession.  Sir  Neil  was 
perceived  in  the  1930s  as  an  effec- 

tive chief  executive  who  achieved 
a   dear  focus  for  a   company  that 
had  lost  its  way. 

Richard  Giordano,  a   US  lawyer 

by  framing,  was  highly  regarded 
as  a   chief  executive  and  chair- 

man of  BOC,  the  Industrial  gases 
group.  His  US-style  pay  packages 
caused  h>>adiinpg  for  many  years 

in  the  UK  press.  But  only  when 

he  took  them  to  an  underper- 
forming British  Gas  in  the  mid- 

1990s  did  institutional  investors 
start  to  have  doubts  about  him. 

Marjorie  Sordino,. chief  execu- tive of  Pearson  (which  owns  the 
Financial  Times),  arguably  falls 

into  this  long-stay  category  since 
she  came  to  Pearson  via  The 
Economist,  an  affiliate  of  the 
group.  It  is  too  early  to  pass  a 

judgement  on  her  performance, 
but  the  rise  in  the  Pearson  share 
price  since  her  arrival  at  least 

suggests  she  has  a   warm  follow- 

ing among  investors. 

The  likelihood  is  that  the  num- ber of  executives  of  US  origin  in 
the  UK  boardroom  will  Increase 
over  time,  if  only  because  of  the 

growth  in  transatlantic  invest- 
ment flows.  At  end-1997  the  stock 

of  British  direct  investment  in 
North  America  stood  at  £83bn, 
white  the  comparable  figure  for 
North  American  investment  in 
the  UK  amounted  to  £77bn. 

If  such  capital  flows  between 

countries  with  a   common  lan- 

guage fail  to  generate  cross- fertilisation at  boardroom  level 

and  below,  something  will  be 

going  wrong. By  contrast,  outsiders  are  a 
high-risk  option,  says  Buchanan 
Harvey's  Mr  Johar,  and  it  takes  a 

Expensive,  but  available 
choice  fen  upon  Michael  O’Neill, former  chief  financial  officer  of 

Bank  of  America,  City  commen- 
tators complained  that  things 

had  come  to  a   pretty  pass  when 

Barclays  could  not  find  a   suit- 
able candidate  in  the  whole  of 

the  UK,  let  alone  among  its  own 
staff. 

In  years  gone  by,  the  shoe  was 
on  the  other  foot  Barclays  was  a 

breeding  ground  for  high-flying bankers  who  looked  elsewhere 
when  the  route  to  the  top  of  the 

group’s  ugly  Lombard  Street 
headquarters  appeared  blocked. 

Peter  EUwood,  chief  executive 

of  Lloyds  TSB,  cot  his  banking 
teeth  at  Barclays,  as  did  Malcolm 

WflUamson,  former  chief  execu- 
tive of  Standard  Chartered  and 

now  head  of  Visa  International, 
the  card  payments  group. 

Yet  American  banks  have 
made  more  progress  than  their 
counterparts  to  other  countries 
to  balance  sheet  management, 

capital  allocation  and  the  devel- 
opment of  electronic  channels  of 

distribution.  Mergers  within  the 

industry  have  proceeded  at  a 

furious  pace,  too,  so  H   is  no  sur- 

prise that  the  US  is  throwing  off 

experienced  and  well-qualified hankers  who  10  years  ago  might 
have  stayed  at  home  to  become 
chief  executive  of  a   domestic 
institution. 

Sir  Peter  Middleton,  Barclays 

acting  chief  executive,  revealed 
yesterday  that  the  banks  origi- 

nal shortlist  had  included  three 
candidates  from  inside  the  UK 
and  three  from  outside.  London 
headhunters  said  it  was  probable 
that  all  three  candidates  from 

overseas  would  be  Americans. 

The  trend  provokes  mixed  feel- 

great  deal  of  money  to  lure  them 

across  the  Atlantic-  The  circum- 
stances in  which  companies  are 

prepared  to  take  the  risk  are  usu- 
ally exceptional 

At  Reed  Elsevier,  the  Anglo- 
Dutch  publishing  group,  the 

clash  between  two  national  cul- 

tures has  led  to ‘strong  disagree- ment over  succession.  A   US  chief executive  was  seen  as  a   way  of 

breaking  through  this  cultural 
impasse.  Camaud  MetalBox,  con- 

fronting similar  cross-border merger  difficulties,  looked  for  a 
chief  executive  outside  its  own 
Anglo-French  constituency. 

The  difficulty  is  then  one  of 

persuading  an  outsider  to  under- take the  task  of  TniwHng  a   trou- bled shop  while  holding  waning 

parties  at  bay.  Reed's  favoured 
US  candidate  decided  there  were 

less  fraught  jobs  to  be  had  else- 
where. 

In  toe  1930s  a   troubled  Midland 
Bank  appointed  an  American, 

Gene  Lockhart,  as  chief  executive 
in  the  hope  that  his  technological 
skills  would  allow  Midland  to 
leapfrog  the  competition  from  a 
position  at  the  back  of  the  pack 
“He  was  a   visionary,”  says 

Andrew  Hilton  of  the  London- based  Centre  For  The  Study  Of 

Financial  Innovation,  “though 
whether  it  makes  sense  for 

visionary  people  to  run  banks  I'm 
not  sure.”  In  toe  event  Midland 
was  put  out  of  its  misery  thunks to  a   takeover  by  HSBC  before  Mr 

Lockhart  could  prove  himself. 

Some  now  feel  that  h is  technolog- 
ical legacy  is  looking  better  than 

sceptical  UK  colleagues  felt  at 

the  time. 

In  every  case  where  an  Ameri- can outsider  has  come  in,  it  is 

possible  to  find  a   plausible- 
sounding  justification.  Yet 
almost  without  exception  those 

who  seek,  a   foreign  implant  are  in some  kind  of  trouble.  Cable  & 

Wireless  had  lost  both  a   chair- 
man and  chief  executive  who  had 

been  distracted  from  the  compa- 
ny’s strategic  challenge  by  bitter 

personal  feuding. 
Barclays  had  suffered  from  the 

surprise  resignation  of  Martin 

Taylor  after  the  bank  incurred 
unexpected  bad  debts  and  trading 
losses  last  summer.  Reckitt  & 
Column,  the  household  products 

group  which  is  reported  to  be 
looking  to  the  US  as  well  as  the 
UK  for  a   new  chief,  is  reckoned 
to  be  vulnerable  to  a   bid. 

A   consistent  pattern,  it  seems, 
is  that  companies  in  search  erf  a 

US  superman  are  usually  ones 
with  credibility  problems.  They 
are  anxious  to  deflect  pressure 

from  analysts  and  institutions 
and  to  ward  off  the  threat  of 
takeover. 

Perhaps  the  analysts  and  insti- tutions should  be  more  sceptical 
about  these  US  chief  executives. 

So  far  they  have  shown  them- 
selves to  be  expensive  or  foot- loose or  both.  And  as  the  search 

consultant  Mr  Johar  says,  there 

must  be  a   suspicion  that  some- 

thing is  very  wrong  with  a   com- 
pany that  cannot  find  the  talent from  within  its  own  ranks. 

togs  among  institutional  inves- 
tors, because  of  the  knock-on effect  erf  the  much  higher  salary 

packages  needed  to  secure  a   US 

drief  executive. Mr  O’Neill’s  package  broke 

new  ground  with  an  innovative 
deal  to  which  be  put  up  £Bm  of 
his  own  money  to  buy  Barclays 

shares,  and  the  bank  matched 

the  purchase.  But  the  basic  sal- ary of  £850,000  -   twice  Derek 
Wanless’s  at  rival  National  West- 

minster Bank  -   has  set  a   stan- 
dard that  British  hanks,  includ- 

ing Barclays  in  its  resumed search  for  a   chief  executive,  will 
find  hard  to  renounce. 

George  Graham 
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The  timing  could  hardly  .   be 

worse, .   from  the  government’s viewpoint  just  as  the  campaign 
for  the  new  Scottish  parliament, 

begins,  Kvaerner,  the  Anglo- Norwegian  engineering  group, 

plans  to  Mil  all  its  shipbuilding 

activities,  including  Glasgow’s Govan  and  Clydebank  yards. 

-   -.  Kvaerner  is  Europe’s  largest 
shipbuilder,  with  operations  in 

Norway.  Britain,  Germany  and 

Finland,  and  it  will  be  shedding 

up  to  25,000  fobs.  Some  2,000  are 
at  risk  on  Clydeside,  where  the 

Govan  yard  has  special  emotional 

resonance:  it  is  one  of.  a   handful 

left  oh  the  river,  once  a   corner 

stone  of  Scottish  manufacturing; 

and  it  was  tba.siteaf  the  Upper 

Clyde  Shipto^Uets  WQJto&fatbfi 

early  I97(te  which-forced  a   U-turn 

in  the  Omsttvative  goverhmmit’s 
“no  lame  ducks”  industrial  pol- 
icy. 

.   The  government  yesterday 

announced  the  formation  of  a 

special  taskforce  to  ftod  buyers 

for  Govan  and  CJydebank-Thatis 

a   ■.  sensible  use  lof  official
 

resources -‘and  good  pohticsv  the- 

May  B   poll  may  have  passed  
by 

the  time  the  team  reports  back, 

reducing  the  Impact  of  Govan 
 as 

a!  campaign  issue.  ■   :   - 
"Yet.  as- the  political  heat 

mounts  over  theuext  few  we
eks, 

Tony  Blair,  the  prime  mini
ster, 

and  Donald  Dewar,  the  Scott
ish 

secretary,  may  come  underpr
es- 

sure  to  pledge  financial,  support
 

for  Govan.  '   . 

The  temptation  must  
ha. 

resisted.  There  is  no  reason  
why 

taxpayers’  money  should  he 
poured  into  an  industry  of  ques- 

tionable profitability;  squeezed 

by  global  overcapacity  and  com- 
petition from  low-coat  Asian  cen- tres. 

The  Govan  yard  .has  made 

much  progress  in  labour  rela- tions and  working  practices 

m«fer  io  years  of  Kvaerner  own- 

ership. but  It  has  been  losing 
mosey  for  most  of  that  time  and 

is  expected  to  run  dirt  of  work  "by dune.  If  it  is  to  survive,  it  should 

be  because  a   new  owner  can 

change  its  economics,  not 
.   because  of  official  handouts. 

The  government’s  attempt  to 
shake  off  Labour’s  traditional 
industrial  interventionism  has 

been  put  in  question  by  several 

policy  decisions,  including  this month’s  agreement  to  inject 

£L50m  into  BMW’S  plant  at  Long- 

Its  dedared  pcflfcy  Is  to  boost 

productivity;  innovation  end 

Investment  Across  the  economy 
r«thgr  than  supporting  individual 

industries;  On  that  basis,  there 

are  go  grounds  for  ft  bailing  put 

Govan  in  fairness,  there  are 

as  yet  no  signs  it  intends  to  do 
so.  .   •   ' 

H   its  resolve  needs  strengthen- 

ing, it  shoirfd  recall  that  white 

Clydeside  has  bam  withering  - . 

along  with  much  of-  European 

shipbuDffing  capacity  -   Glasgow 

has  remade  itself  as  a   self- 
confident  and  prosperous  city. 

Tampering  with  Darwinian 
industrial  evolution,  is  usually 

wrong  and  mostly  futile- 

|   Sharon’s  Kremlin love-in I   Just  what  is  Ariel  Sharon  up  to? 

j   Fust  Issuers  bulky  fbreqpi minister  says  kan  is  backing  the 
!   Kosovo  Albanians,  so  he  steers 

!   dear  of  criticising  Slobodan 

;   Milosevic. 

Then  he  rushes  off  on  hfe  third 

hip  to  Moscow  In  as  many months  -   without  consulting  his 
own  foreign  ministry.  There,  he 

cuddles  up  to  Russian  prime 
minister,  Yevgeny  Primakov,  in  a 

cfinch  that  ttoows  several 
decades  of  mutual  animosity 

.   aside.  ■ 

Gone  are  suspicions  of . 
'   Primakov’s  connections,  even  . 

though  the  noted  ' Arabist, intelligence  expert  and  meddler 

in  the  Middle  East  b   dose  to  ’ 
Iraq’s  President  Saddah 
Hussein. 

Forget  too  that  Russia  is  again 

arming  Syria,'  JsraeTs  neighbour. Hardly  matters.  Israel,  all  of  a 
sudden,  wants  Russia  back  in 

the.MidcBe  East 
Government  officials  don't  find 

ft  too  easy  to  aptalnihe  change 
in  strategy.  Somo.say  Sharon, 

backed  by  piftm  minister  . 
Benjamin  Netanyahu,  wants  to 
woo  lasers  immigrant  Russian 
vote  aheadof  parliamentary  and 

pramjashfoetecltoris  next  - 

montit  ' 

But  cynics  caip  that  it's  all 
about  snubbing.lhe  Americans.  . 

Washington's  become  ever  more 
critical  of  Israel's  refusal  to 

implement  the  latest  peace 
accord  with  the  Palestinians. 
And  if  his  little  Moscow  love-in 

can  kick  some  sand  into  Bill 

Cfinton’s  face,  Sharon’s  probably 

only  too  happy  to  oblige. 

Fully  covered 
The  fries  outside  Chinese 
bureaucrats’  offices  have  long 

been  peopled  with  Americans 
eager  to  do  business  with  the 

country’s  billions.  Insurance salesmen  are  as  desperate  to  get 

going  as  the  rest 
China’s  offered  to  open  up  its 

markets  to  international 
insurance  companies  in  its  tod  to 

join  the  World  Trade Organisation,  but  not  much  is 

likely  to  happen  straight  away. 
Which  makes  the accomplishment  of  US  Insurer 

John  Hancock  all  the  more 

impressive.  Last  week  the 
company  was  one  of  four  foreign 
insurance  groups  given  licences 

to  operate  in  the  country.  - The  instrer  has  had  offices  in 

Beijing  for  five  years,  and  hasn't slacked  in  cultivating  its  Wends. 
In  1997  John  Hancock  hosted  a 

luncheon  for  Chinese  president 

Jiang  Zemin  in  Boston  and  last 
year  brought  former  president 
George  Bush  to  Beijing. 

Bush,  a   former  US  special 

envoy  to  China  as  well  as  a 
one-time  head  of  the  Central 
InteBigence  Agency,  has  plenty  of 

standing  there.  And  it  won’t  have' escaped  Beijing's  attention  Wat 
the  man  who's  leading  the  race 

for  the  White  House  in  2000  also 
bears  his  name. 

Paper  mountain 
In  a   year  dominated  by  pure 
paper  takeover  offers,  it  was  only 
a   matter  of  time  before  a 

company  crossed  into  the  realm 
of  the  truly  weird. 

Westfinks  Resources,  a   tiddler 

of  an  oil  and  gas  concern  that’s aU  but  unknown  even  in  its  home 

province  of  Alberta,  made  a 

C$2.5bn,  all-stock  offer 

yesterday  for  stakes  In  over  40 Canadian  oil  and  gas  companies. 

i   The  targets  erf  what  Westfinks caRs  “multiple,  simultaneous, 

hostile  takeover  bids”  include Anderson  Exploration  and  Poco 
Petroleums,  which  both  have 

market  capitalisations  of  weft over  CStbn. 

With  just  C$1 .8m  in  revenues 

last  year  and  2.6m  shares 
outstanding,  Westiinks  is 
plannftig  to  finance  the  bid  by 

issuing  up  to  1.7bn  shares.  It’s 
offering  a   50  per  cent  premium 

on  its  targets'  shares. 
’   Analysts  were  chuckling  with 

disbelief  at  the  bid  yesterday.  But 
with  internet  companies  changing 
hands  in  almost  equally 

eye-popping  transactions,  it’s hard  to  know  for  sure  who’ll  have the  last  laugh. 

Shrinking  violet 

Sometimes  It  helps  if  you  don’t 

make  waves.  Fujto  Cho,  who’s 
been  named  as  Toyota  Motor’s 

next  president,  has  a   sheepish 

grin  and  a   sluggish  style.  That’s 

probably  exactly  what  Cho’s 
paymasters  in  the  Toyoda  family 

want 

Cho,  who  heeded 
manufacturing  operations  in  the 

US,  is  a   pale  shadow  compared 
to  hie  predecessor  Hiroshi 
Okuda,  who  masterminded 

Toyota’s  break  into  businesses 
such  as  consumer  finance. 

Although  Okuda  wilt  stay  on  as 
chairman.  Observer  hears  the 

Toyodas  were  keen  to  bring  the 
company  back  under  greater 

family  influence.  Still  Cbo’s 

tow-profile  style  might  not  play 

so  well  to  the  international 

audience.  If  he  wants  to  get 

ahead  outside  Japan,  he’d  better 
practice  that  smile. 

Penny  pincher 
Georges  Ghosn,  the  proud  new 
owner  of  French  tabloid  France 

Sorr,  made  a   splash  when  he entered  its  offices  for  the  first 
time  yesterday. 

He  shares  a   surname  and  an 
attitude  with  Carlos  Ghosn,  foe 

auto  executive  who’s  known  as “le  cost-cutter".  And  true  to  farm, 

Georges  declared  “the  end  of 
squandering”  at  the  paper,  which 
loses  about  FFrlOm  a   month. 

Just  one  bad  move.  Puffing  on 
one  of  hfe  customary  cigars,  he 

triggered  foe  fire  alarm,  which 
calls  in  the  fire  department  and 

costs  FFr2,000  to  reset  At  least 
he  didn't  use  a   50G-franc  note  as a   Hotter. 

tOO  years  ago 
Easter  hofiday  traffic 
Conquering  the  early  date  at 
which  Easter  fell  this  year  and 
the  rather  threatening  weather 

conditions  that  prevailed  at  the 

commencement  of  the 
vacation,  the  holiday  traffic 

receipts  of  foe  railways  must be  accounted  satisfactory, 

particularly  as  the  comparison 
Is  wifo  a   period  when  foe 
takings  were  the  highest  on 

record.  The  portion  of  the 
passenger  business  most  likely 
to  be  influenced  by  the  early Incidence  of  Easter,  was,  of 

course,  the  tong-distance 
traffic,  which  commenced  on 
Good  Friday  or  the  day  before 
and  we  find  accordingly  that 

one  or  two  lines  register  a 
deeflne  In  takings. 

50  years  ago 
German  industry 

Under  an  agreement  reached 
between  the  U.K.,  foe  U.S., 

>   and  France.  Germany  will  be 

i   forbidden  to  build  passenger  . 

ships,  but  will  be  allowed  to build  dry-cargo  ships  aid 
tankers  up  to  7 £00  gross 

register  tons  with  a   speed  not 

exceetfing  12  knots.  The 
agreement  which  prohibits some  Industries  in  Germany 

until  a   peace  settlement  is 

made,  allows  Western 
Germany  to  produce  11.1m 
tons  of  ingot  steel  a   year. 
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Non-stop  shop 
Welcome  to  tbe  “shop  until  you  drop” 
economy:  while  consumers  are  doing  the 

shopping,  inflation  is  doing  the  dropping. 
US  retail  sales  are  rising  at  their  fastest 

far  nearly  20  years  and  consumer  spend- 
ing growth  for  January  to  March  could  hit 

a   staggering  7   per  cent.  Even  factoring  In 

the  drag  from  a   rising  trade  deficit,  first- 
quarter  gross  domestic  product  will  grow 

□early  4   per  cent.  Yet  yesterday’s  con- 
sumer price  numbers  show  headline  infla- 

tion at  a   quiescent  1.7  per  cent  The  only 
Americana  feeling  any  pain  appear  to  be 
Wall  Street  economists  who  are  being 
forced  to  rip  up  their  forecasts  of  slower 

growth. Nor  is  it  clear  what  will  slow  consumers 

down.  The  boost  from  mortgage  refinanc- 
ings and  tax  rebates  will  fade  a   bit  over 

tbe  summer,  but  will  remain  positive 
year-on-year.  Nominal  income  growth  is  a 
healthy  5   per  cent  and  equities  are  setting 
new  records.  Meanwhile,  tbe  world  econ- 

omy appears  to  be  past  the  worst,  which 
will  help  US  exporters.  Short  of  a   stock 
market  crash,  the  domestic  economy  will 
turn  in  another  year  of  4   per  cent  growth. 

This  is  dangerously  fast.  While  produc- 
tivity growth  has  undoubtedly  improved, 

if  the  economy  continues  to  grow  above 
its  long-term  trend  rate  of  around  3   per 
cent  either  unemployment  will  have  to 
fall  to  zero  -   which  is  Impossible  -   or  it 
will  trigger  inflation.  Once  the  Federal 
Reserve  acknowledges  this,  it  will  have  no 
choice  but  to  raise  interest  rates. 

Kvaemer 

Kvaemer’s  new  chief  executive  -   para- 
chuted in  from  ABB  to  reverse  a   decade's 

empire-building  -   has  a   plan  that,  on 
paper  at  least,  can  save  the  Anglo-Norwe- 
gian  group  from  its  creditors.  Targeting 
Nkrlbn  i$130m)  annual  cost  savings  and  a 
Nkr7bn  reduction  in  net  debt,  Kjell  Ahn- 
skog  hopes  to  raise  operating  margins  to 
2-3  per  cent  and  returns  on  equity  to  IS 
per  cent-plus  by  the  end  of  2001.  Investors 
must  be  forgiven  for  scepticism;  Kvaemer 
has  said  as  much  many  times  in  the  past. 
But  from  Mr  Almskog.  such  goals  have 

more  credibility.  And  given  Kvaemer's 
Nkrllbn  net  debt  -   nearly  twice  its  dimin- 

ished market  value  -   anything  less 
aggressive  would  have  been  disappoint- 
ing. 

The  decision  to  quit  shipbuilding. 

Kvaemer 

Share  price  rettne  to  ihe  Mo  SE  Index 

Sarctt  aujtJirmu/KX 

accounting  for  around  20  per  cent  of 
group  revenues,  is  proof  Mr  Almskog 
means  business.  With  10,000  employees  in 

13  yards,  Kvaemer  is  one  of  tbe  world's 
largest  shipbuilders.  And  although  ship- 

building provided  a   big  chunk  of  group 

profits  Last  year,  as  subsidies  dwindle  the 
outlook  for  this  highly  capital-intensive 
business  is  bleak. 
Kvaemer  will  be  lucky  to  find  buyers 

for  half  of  its  yards,  and  closing 

long-standing  lossmakers  like  Scotland's 
Go  van  will  be  expensive.  Still,  further  dis- 

posals. particularly  that  of  the  civil  engi- 
neering arm,  should  follow  soon  if  Kvaer- 

ner  seriously  wants  to  be  focused.  So  for 

tbe  moment,  although  its  nadir  is  proba- 
bly past,  Kvaemer  remains  a   challenge 

best  watched  from  the  sidelines. 

Laporte/Clariant 

Barclays 

Oscar  Wilde's  Lady  Bracknell  would  not 
have  been  amused.  To  lose  one  chief  exec- 

utive might  be  bad  luck,  but  two  within 
six  months  smacks  of  carelessness,  even  If 
the  second  never  actually  took  up  the 
post.  Nonetheless.  Barclays  can  justifiably 
claim  that  bad  luck  -   in  the  form  of  a 

previously  undiagnosed  heart  problem  - 
has  robbed  it  of  the  services  of  Michael 

O'Neill,  the  expensive  American  it  netted in  February. 

The  market's  unruffled  reaction  to  Mr 
O'Neill's  withdrawal  seems  justified. 

Since  Martin  Taylor's  resignation  in 
November.  Barclays  has  addressed  many 

of  the  concerns  that  were  vexing  inves- 
tors. The  bank  has  pledged  to  hold  down 
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Swiss  secrecy  is  renowned,  but  C   lari  ant 
must  be  setting  records.  Laporte.  a   UK 
chemicals  rival,  acknowledges  a   takeover 
approach.  It  is  widely  known  this 
approach  comes  from  Clariant.  The  next 
day,  the  talks  are  off.  All  very  mysterious 
and  not  a   peep  out  of  the  Swiss  chemists. 
Clearly,  the  episode  must  be  embarrassing 
to  Clariant.  The  company  already  has  one 
set  of  failed  merger  talks  to  its  name,  with 
Ciba.  It  is  even  stranger  since  the  usual 

stumbling  blocks  do  not  seem  to  have 
played  a   part.  Management  egos  were 

apparently  under  control.  And  negotia- 
tions on  price  seemed  to  be  moving  along 

fairly  smoothly.  Of  course,  Clariant,  has 
one  issue  in  the  shape  of  45  per  cent 
shareholder.  Hoechst.  Hoechst  may  have 
disliked  a   deal  that  increased  its  exposure 
to  chemicals,  because  of  its  own  proposed 

merger  with  Rfione-Foulenc  to  create  a 
more  exciting  life-sciences  combine. 

But  Hoechst  Is  represented  on  the  Clar- 
iant board,  so  would  surely  have  made  its 

concerns  known.  And  investment  bankers 

are  paid  to  come  up  with  schemes  to  over- 
come such  hurdles.  If  tbe  issue  was 

Hoechst,  a   special  purpose  vehicle  could 
have  been  created  to  hold  the  Laporte 
assets  until  Hoechst  unwound  its  Clariant 

stake.  Rhodla  -   in  which  Rhone-Ponlenc 
owns  a   stake  -   proposes  to  do  this,  if  it 
clinches  a   takeover  offer  for  Albright  & 
Wilson,  another  UK  chemicals  company. 
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Markets 

Indian  prime  minister  Atal  Blhari  Vajpayeo,  left,  with  president  KJRL 

Narayanan.  Mr  Vajpayee's  coaGtion  is  In  danger  of  collapse.  Page  6 
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STATE  TO  LAY  OFF  ANOTHER  7M  AND  FURTHER  26M  LOOK  TO  GOVERNMENT
  FOR  PENSIONS 

costs,  after  last  year's  worrying  5   per  cent 
uptick,  ft  is  also  reining  in  Barclays  Capi- 

tal, which  should  boost  the  investment 
bank’s  anaemic  returns.  The  medicine  is 
starting  to  work.  Barclays  has  been  the 
best  performing  UK  bank  over  the  past 
three  months. 

However,  it  should  not  dawdle  in  find- 
ing a   successor.  With  European  banking 

in  turmoil,  a   seasoned  hand  on  the  strate- 
gic tiller  is  needed.  Barclays  says  it  can 

revert  to  the  shortlist  drawn  up  before  Mr 
O'Neill's  appointment,  cutting  the  search 
time  in  half.  Another  option  might  be  a 
merger.  Tbe  lack  of  a   chief  executive 
would  at  least  prevent  an  ego  clasb.  Both 

Bank  of  Scotland  and  Royal  Rank  of  Scot- 
land Intimated  interest  following  Mr  Tay- 

lor’s departure.  Now  Barclays'  shares  are 
perkier,  the  idea  might  merit  another 
look. 

China’s  welfare  system  sei 
to  come  under  huge  strain 
By  James  Harding  in  Beijing 

China's  state  welfare  system  is  set  to 
come  under  unprecedented  pressure 
this  year,  as  state  enterprises  lay  off 

another  7m  workers  -   lm  more  than 
last  year  -   and  a   further  26m  people 
turn  to  the  government  for  their 

pensions. State-owned  enterprises  have  in 

the  past  been  responsible  for  the 
bulk  of  pension  payments  and  social 
welfare  benefits  for  employees  and 

their  families. 
But  as  losses  in  the  state  sector 

have  grown,  companies  have  proved 
unable  or  unwilling  to  meet  social 
responsibilities,  passing  the  growing 
burden  directly  to  the  government 
Tbe  ministry  of  labour  and  social 

security  expects  that  by  the  end  of 
June  the  state  pension  network  will 
have  expanded  to  cover  110m  people. 

26m  more  than  in  1998. 
Meanwhile,  the  government 

expects  it  will  need  about  Rmb24.5bn 

(S3bn)  to  meet  welfare  and  re- 
employment costs  for  workers  laid 

off  by  state  enterprises  this  year. 

Wang  Jlanlun,  vice-minister,  was 

quoted  yesterday  as  saying:  “Taking better  care  of  laid-off  workers  and 

further  expanding  coverage  of  the 

pension  system  are  being  given  pri- 

ority by  the  ministry." His  comments,  published  in  yester- day's Hhina  Daily,  reflect  concern  in 

Beijing  over  rising  dissatisfaction among  workers  and  pensioners  m 

the  state  sector. 

Many  have  not  been  receiving  full 

or  prompt  payment  of  their  salaries 
and  pensions. Earlier  ibis  month,  a   trade  union 

leader  at  Capital  Iron  and  Steel  in 

Beijing,  one  of  China's  largest  and best-known  Industrial  state  enter- 

prises, said  tens  of  thousands  of 
workers  bad  not  been  paid  for  more 
than  two  months. 

In  other  parts  of  China  and  in 
many  other  sectors,  there  are  similar 
reports  of  state  companies  making 

only  partial  or  zero  payments  of  sal- 
aries to  workers  and  delaying  pay- 

ments of  pensions. 

Official  figures  show  urban  unem- 
ployment at  3.1  per  cent  at  the  end 

of  1998,  with  11.5m  people  out  of 
work.  Officials  have  said  a   .high  pro- 

Trade  talks  run-up  threatened 
by  WTO  leadership  dispute 
By  Frances  WHttams  In  Geneva 

A   stalemate  in  the  tussle  over  its 
leadership  Is  likely  to  force  the 
World  Trade  Organisation  to  miss 
another  deadline  today  as  it  seeks  to 

replace  Renato  Ruggiero,  WTO  direc- 
tor-general, by  the  end  of  the  mouth. 

The  deadlock  has  raised  fears  that 

the  WTO  may  find  itself  rudderless 

as  it  prepares  for  global  trade  talks, 
scheduled  for  the  end  of  the  year  in 
the  US. 

Supachai  Panitchpakdi,  the  Thai 

deputy  premier,  is  pitted  against 
Mike  Moore,  the  former  New  Zea- 

land premier,  for  the  top  job  in 
world  trade  regulation.  Supporters  of 

Mr  Supachai  yesterday  accused  the 
US  of  blacking  a   consensus  on  his 
candidacy  in  the  hope  that  a   farther 

delay  would  favour  Mr  Moore.  Wash- 

ington's preferred  candidate. 
At  today's  meeting  of  the  WTO’s 

ruling  general  council,  the  two  trade 
envoys  charged  with  consulting  the 
134  member  countries  are  expected 

to  announce  that  neither  candidate 
commands  the  necessary  consensus. 

Mr  Supacbai's  backers  claim  80 
countries  have  pledged  support  for 
him,  including  most  of  those  in  the 
Asia-Pacific  region  and  the  Middle 

East They  also  claim  to  have  the  sup- 
port of  most  African  nations,  half  or 

more  of  European,  Central  American 
ami  Caribbean  WTO  members,  and  a 

sprinkling  of  South  American nations. 

Mr  Moore,  while  behind  on  the 
head  count  is  backed  by  some  of  the 
WTO's  biggest  traders  -   including 

the  US.  Germany,  France  and  Italy  - 
which  account  for  almost  a   third  of 
world  merchandise  trade. 
The  former  New  Zealand  trade 

minister,  who  has  been  chipping 

away  at  Mr  Supachai's  support, 
leads  his  Thai  rival  in  Latin  America 

and  has  solid  backing  In  other  devel- 
oping regions  as  well  as  in  Europe. 

No  country  has  threatened  a   veto 
of  either  candidate,  and  the  US  says 

it  will  not  block  Mr  Supachai  if  he 
can  command  a   consensus.  However, 

Mr  Supachai's  supporters  believe  the 

US  is  stalling  to  give  Mr  Moore  time 
to  win  over  countries. Mr  Moore's  backers  say  some 
countries  are  only  now  making  up 

their  minds  after  tbe  two  other  can- 
didates, Roy  MacLaren  of  Canada 

and  Hass  an  Abuyoub  of  Morocco, 

were  eliminated  last  month. 

“Achieving  consensus  takes  time,” said  one  insider  in  the  Moore 
camp. “Provided  we  get  a   decision  by 
tbe  end  of  the  month,  the  delay  is 

not  a   problem.” 

Though  both  sides  say  the  contest 
is  not  a   north-south  battle,  the  Supa- 

chai campaign  argues  that  it  is  time 
for  the  WTO  to  have  a   leader  from 

the  developing  countries.  All  previ- 
ous heads  of  the  WTO  and  its  prede- 

cessor, Gatt,  have  been  Europeans. 
Three-quarters  of  WTO  members 

are  developing  countries  and  they 

play  a   greater  role  In  the  world  trad- 
ing system  than  ever  before. 
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portion  of  employees  laid  off  by  the 

state  sector  have  found  employment 

But  many  economists  still  believe 
the  number  out  of  work  Is  for 

higher,  particularly  if  workers  laid 
off  from  state  enterprises  but  still  on 

the  company  books  are  included. 

Under  the  government's  plan  to 
assist  state  sector  lay-offs,  the  state, 

the  unemployment  insurance  fond 

and  state  enterprises  will  together 
meet  the  costs  of  a   monthly  allow- 

ance of  Rmbl40-380  for  a   maximum 

of  three  years  for  a   laid-off  worker who  enrols  at  a   re-employment 

centra. 

Separately,  statistics  released  yes- terday added  to  what  is  becoming  an 

increasingly  mixed  picture  of  the 

economy  in  1999. 
After  reporting  a   7.9  per  cent  fall 

in  exports  and  a   59.8  per  cent  decline 

in  the  trade  surplus  in  the  first  quar- 
ter of  this  year.  China  announced 

yesterday  its  foreign  exchange reserves  rose  slowly  but  steadily  by 

$l.67bn  in  the  first  quarter  of  1999  to 

.   J146.63bn. 
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Merrill  posts  record  earnings 
A   strong  underwriting  performance  and  a   lame *****  M**«  Lyndl 

and  Paine  Webber  Group  post  record  earnings 
boosting  share  prices  across  the  securities  ̂  industry  sector.  Page  17 

RJB  Mining  signs  four-year  contract 
RJB  Mining,  toe  UKs  largest  c^rodu^™ secured  a   market  for  most  of  ft s   near-term  out- 

put by  agreeing  a   four-year  deal  worth  up  to 
£800m  ($1.3bn)  with  National  Power,  the  coun- 

try s   second  largest  generator.  Page  19 

Seoul  equr&es  continue  to  soar 
Seoul,  the  world’s  bast-performing  stock  market last  year,  is  already  up  22  per  cent  in  1999.  h 
neared  the  700-point  barrier  yesterday  as  the 
Kopsi  index  closed  at  an  18-month  high.  For- 

eign investors  have  contributed  to  the  bull  run. 

threaten# 

p   dispute 

Anxiety  returns  to  Japanese  banks 
Tokyo’s  Y7,450bn  ($62bn)  injection  of  public funds  into  15  banks  last  month  seemed  to  sig- 

nal that  the  first  stage  of  the  national  banking crisis  was  over.  But  the  Mure  of  Kokumfn 
Bank,  a   second-tier  regional  bank,  may  be  a 
sign  that  a   second  stage  has  begun.  Page  18 

Tesco  raises  pressure  on  Sainsbury 
Tosco,  the  UK's  largest  supermarket  group, 
posted  a   7.8  per  o^nt  rise  in  annual  pre-tax 
profits  to  £881  m.  The  figures  intensified  the  fear 
of  more  grim  news  this  week  from  J   Sainsbury, 
the  (bod  sector's  number  two  retailer.  Page  19 

Brazil  sours  Australian  sugar  trade 
A   shift  in  global  trade  flows,  collapsing  world 
prices  and  wet  weather  are  threatening  sugar 

traders  in  Australia,  the  world's  second  largest 
sugar  exporter.  But  their  greatest  threat  comes 
from  Brazilian  sugar  exports  to  Asia.  Page  24 

Foreign  interest  bits  Czech  beer 
Prospects  for  the  Czech  beer  sector  have  been 

boosted  by  foreign  interest  The  victory  of 
Nomura,  the  Japanese  investment  bank,  in  its 

two-year  battle  with  Bass,  the  UK  brewer,  to 

create  central  Europe's  biggest  brewer  could 
lead  to  the  safe  of  the  new  concern  to  an  inter- 

national brewer  that  has  the  money  and  exper- 
tise to  market.  Czech  beer  properly.  Page  16 

Tussauds  to  securitise  ticket  sales 
Tussaods  Group,  which  Includes  the  Madame 
Tussauds  waxworks  museum,  is  to  launch  a 

£230m  bond  securitised  on.  ticket  and  merchan- 
dise sales  in  the  first  asset-backed  offering  by  a 

European  leisure  group.  Page  22 

FT  extends  euro-zone  coverage 
The  FT  fe  extending  its  euro-zone  financial  cov- 

erage with  a   new  look  for  the  Euro  Prices  page 

(renamed  Euro  Markets).  From  today,  it  wiH  con- 
tain longer,  analytical  articles  on  trends  in  Euro- 

pean equity,  fixed  income  and  currencies  mar- 

kets. hrt  this  edition  it  examines  the  attractions  ‘ 
of  European  value  and  growth  stocks.  Page  37 
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Week  15 

Clariant  and 

Laporte  call 
off  takeover 
discussions 
By  Virginia  Marsh  in  London, 
Uta  ttarolsctifegar  in  Frankfurt 
and  WWam  Han  hi  Zurich 

Clariant  of  Switzerland  and 
Laporte,  the  UK  chemicals 

group,  abruptly  called  off  tailra 
on  a   potential  £2bn  <$3.2 bn) 
takeover  yesterday,  just  hours 
after  Laporte  revealed  it  was 
in  negotiations  with  a   possible bidder. 

It  is  believed  the  talks, 
which  were  at  an  advanced 

stage,  were  halted  because  of 
Clariant’s  failure  to  secure  the 
approval  of  Hoechst,  its  largest 
shareholder  with  45  per  cent 

Clariant  declined  to  com- 
ment yesterday  or  to  confirm 

it  had  been  holding  talks  with 

Laporte.  However,  it  Is  under- 
stood to  have  been  preparing  a 

cash  bid  of  about  800p  which, 
including  debt,  would  have 
been  worth  about  £Z  Jbn. 

It  is  unclear  whether  Clar- 
iant fail  tv!  to  inform  HnPrfrgfr 

folly  of  its  plans  or  whether 
the  German  group  was  against 
fhw  riaal. 

However,  Hoechst,  which  is 
in  the  middle  of  a   complicated 
life  sciences  merger  with 
Rhdne-Ftoulenc  of -France,  has 

three  representatives  on  Oar- 
ianfs  supervisory  board.  It  is 
believed  the  Swiss  grotq>  had 
asked  Laporte  far  more  time  to 
consult  with  Hoechst  and  been 
.refused  by  the  UK  group. 

Shares  In  Laporte  fell  95p.  or 

1 25  per  cent,  to  887V ip  after 
rising  nearly  30  per  cent  on 
news  of  the  talk*  cm  Monday. 

The  incident  is  an  embar- 

rassing setback  for  Clariant 
which  in  December  called  off  a 
merger  with  fellow  Swiss 

group  Clba  that  would  have 

created  the  world’s  largest  spe- ciality fthernfawi*  group. 

Hoechst  declined  to  com- 
ment yesterday  on  the  Clar- 

lant/Laporte  talks.  Bnt  ana- 
lysts said  it  may  have  been 

against  the  deal  because  of 
complications  it  could  have 
caused  for  its  own  merger. 
Hoechst  is  to  dispose  of  its 
industrial  interests,  including 
its  stake  In  Clariant 

Although  Clariant  was  plan- 
ning to  pay  cash  for  Laporte, 

analysts  said  the  Swiss  group 

would  have  been  likely  -   or  at 
least  expected  by  the  market  - 
to  issue  paper  subsequently. 
This  could  have  depressed  the 

value  of  Hoechst 's  holding. 
Hoechst  and  Rhine- Poulenc 

decided  a   month  ago  to  accel- 
erate their  merger  into  a   new 

company  called  Aventls  in  & 
move  to  secure  the  backing  of 

Kuwait  Petroleum  Corpora- 

tion, the  German  group’s  larg- est shareholder.  Under  the 

original  plans,  it  aimed  to  sell its  Clariant  stake  and  other 
industrial  activities  before  the 

foil  merger  in  2001  or  2002.  But 
gmrp  speeding  up  the  merger, 

it  has  only  said  it  will  sell  the 
non-core  activities  as  soon  as 

possible. 
Analysts  said  other  bidders 

for  Laporte  could  include  PPG 
Industries,  the  US  paints 

group. 
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Kvaerner  revamp  spells 
end  of  shipbuilding  role 

By  Valeria  SKohf  in  Oslo  * 

and  Thn  Burt  in  Socklubn 

Kvaerner.  the  lossmaking 

Anglo- Norwegian  industrial 
engineering  group,  yesterday 
unveiled  a   fundamental 
restructuring  involving  its 
withdrawal  from  shipbuilding, 

provisions  of  up  to  NKr4bn 

(5513.5m)  and  a   cost-cutting 
plan  to  reduce  debts  by 
NKr7bn  this  year. 

The  company  -   the  world’s 
largest  integrated  manufac- turer of  cruise  ships,  liquid  gas 
tankers  and  specialist  cargo 
vessels  -   said  the  programme 
would  reduce  turnover  by 

Nkr25bn  to  Nkr55bn.  It  would 
also  shrink  its  staff  from  80,000 

to  55.000,  mostly  through  dis- 
posal of  non-core  assets. 

Kjell  Almskog,  the  chief 
executive  recruited  last  year  to 
overhaul  the  company, 

described  the  measures  as  “an 
important  milestone”  towards 

profitability.  As  part  of  the 

plan,  he  also  announced  a NKx2bn  rights  issue  to 

strengthen  the  group’s  tattered balance  sheet,  while  taking 

one-off  charges  of  NKrSbn  to 
cover  lossmaking  contracts, 

disposals  and  litigation  Claims across  its  shipbuilding,  oil  and 

gagj  engineering  a^d  construc- tion activities. 
A   further  provision  of  up  to 

NKr2bn  is  to  be  taken  to  cover 

possible  losses  on  the  exit  from 
shipbuilding. 

“The  plan  for  this  ‘new Kvaerner’  is  to  create  a   group 
that  is  significantly  smaller 
and  much  leaner,  but  infinitely 

stronger,"  Mr  Almskog  added. 
Kvaerner  is  considering 

spinning  off  its  largest  ship- 
yards to  shareholders  while 

seeking  trade  buyers  for 
gmallCT  yards  -   including  the 

lossmaking  Govan  yard  in 

Scotland.  Falling  that,  Mr  Alm- 

skog Miid  the  group  would  con- 

sider closures  of  lossmaking 

yards  or  seeking  an  exit 
through  a   joint  venture  or 
merger  that  could  lead  to  an 
Initial  public  offering. 

Other  businesses,  including 

metals  equipment,  energy  and 
mechanical  engineering,  have 

also  been  earmarked  for  sale. 

Hie  withdrawal  from  ship- 

building wiQ  rid  Kvaerner  of 
Nki2bn-NKr3bn  of  net  debt 
and  affect  10,000  employees. 

Mr  Almskog  confirmed  the 

company  was  talking  to  Aker 
Yards,  a   unit  of  Norwegian 
holding  company  Aker  RGL 
and  other  shipbuilders  on  the 

joint  venture  alternative. 
Kvaemer’s  most  commonly 

traded  A   shares,  which  have 

fallen  60  per  cent  in  12  months, closed  down  NKrl.50  at 

NKrl36  in  Oslo. 

Edtariai  Comment,  Page  11;  Lax, 

Page  1%  Facing  radical  surgery, 
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Toyota  move  raises  questions  on  strategy 
By  Pari  Abrahams  fa  Tokyo 

Toyota  yesterday  announced  a 
top-level  management  reshuf- 

fle that  raised  questions  about 

the  future  strategy  of  Japan’s 
biggest  automotive,  group,  v 

Hiroshi  Okuda,  the  com- 
pany’s dynamic  president,  is  to 

be  made  rhftirjnftn  and  will  be. 

replaced  by  Fqjio  Cho,  an  exec- 
utive. vice-president. 

The  move  follows  months  of 
speculation  about  friction 
between  the  outspoken  Mr 

Okuda  and  the  Toyoda  family, 
which  owns  less  than  2   per 

cent  of  the  group,  but  remains 

highly  influential. Analysts  say  Mr  Okuda  has 
been  anxious  that  Toyota 
should  not  use  capital  to  prop 

op  members  of  the  Toyota 
keireisu.  or  business  grouping. 

Sakura  Hunt  and  Tofcai  Rank 
have  both  asked  Toyota,  which 

bolds  large  reserves  of  cash, 
for  capital  Injections  recently. 
Some  industry  officials  had 

warned  that  the  selection  of 

Mr  Cho  represented  an 
attempt  by  the  Toyoda  family 
to  strengthen  its  control. 
NoriaM  Hfrakata,  analyst  at 

Morgan  Stanley  in  Tokyo,  said: 
“This  marks  a   very  critical 

transition.  Toyota  can  either 
become  still  more  shareholder 

friendly,  or  it  can  retreat  into 
a   family  business.  While  most 
companies  are  reducing  their 
keireisu  links,  Toyota  appears 

to  be  moving  in  the  opposite 

direction." 

.   He  said  appointments 

announced  in  May  at  the  time 
of  the  full-year  results  might 
include  significant  promotions 
for  members  of  the  Toyoda 

family,  indicating  its  continu- 
ing influence  at  the  company. 

Shoichiro  Toyoda,  chairman, 

played  down  the  reshuffle, 
even  though  traditionally  the 

president  wields  more  power 

than  the  rharfman. 
He  said'  that  although  the 

titles  did  not  exist  at  the  Japa- 
nese company,  Mr  Okuda 

would  be  the  equivalent  of 

chief  executive  officer,  while 

Mr  Cho  would  be  chief  operat- 

ing officer. 
Mr  Okuda  would  also  remain 

representative  director,  an 
important  post  in  Japanese 
companies.  Mr  Toyoda  would 
become  honorary  chairman. 
Toyota’s  shares  closed  up 

Y120,  or  3.55  per  cent,  at 

Y3.500. 

Mr  Cho.  62,  is  currently  in 
charge  of  corporate  planning. 
Information  systems,  and 

industrial  equipment 

Canadian 

toll  road 

deal  goes  to 

Spanish-led 
consortium 

By  Scott  Morrison  fa  Toronto A   consortium  led  by  Grupo 

Ferrovial,  the  Spanish  con- struction company,  has 

reached  a   C$3.  lbn  ($2.0Sbn) 

agreement  with  the  govern- ment of  the  province  of 

Ontario  to  operate  a   pioneer- ing electronic  toll  highway. 

The  deal  is  Canada’s  largest 
privatisation  and  is  about 

double  the  finanring-  tht»  prov- 
ince provided  for  the  road’s construction. 

The  winning  consortium 

also  includes  SNC-Lavalin,  the Canadian  engineering  group, 

and  Capital  d’Amerique,  a   sub- sidiary of  the  Caisse  de  depot 
et  placement  du  Quebec,  the 

provirlcia]  employees’  pension 

fund.  .* 

Under  the  terms  of  the  sale, 
the  w   lining  group  wiH  operate 
the  rc  ad  and  charge  tolls  for  99 

years  compared  with  the  30 

years;  Ontario  residents  expec- ted to  pay  tolls  for  using  the 
highway. 

Th&  Toronto  toll  road,  which 

uses  I   an  electronic  system  to 
track  and  bill  users,  was  built 
and  ‘   operated  by  Canadian 

Highway  International,  a   pri- vate firm. 

The  consortium  also  agreed 

to  finance,  design  and  build 
anextension  at  each  ends  of 

the  highway  at  an  estimated 
cost  of  C$500m. 

Jacques  Lamarre,  SNC- Lavalln’s  cbirf  executive,  said 

an  additional  C$400m  required 
for  debt  servicing  and  working 

capital  would  bring  the  consor- tium’s total  investment  to 
more  than  CS4bn. 

Grupo  Ferrovial  wDl  own  61 
per  cent  of  the  project,  SNC- 

Lavalin  23  per  cent  and  Capital d’Amerique  16  per  cent  Advis- 
ers to  the  consortium  were 

Nesbitt  Bums,  Salomon  Smith 

Barney  and  SNC-Lavalin  Capi- 

tal 

The  sale  of  Highway  407,  a 

partially  opened  69km  strip  of 

highway  crossing  Toronto’s north  end.  was  the  first  big 
asset  put  up  far  sale  by  the 
government  of  Mika  Harris, 
the  conservative  provincial 
premier  elected  in  1995. 

Tolls  charged  by  the  private 

group  may  be  adjusted  by  two 
per  cent  a   year  plus  inflation for  the  first  15  years,  and 

thereafter  by  the  rate  of  infla- 
tion only. 

The  province  will  have  the 
ability  to  claw  back  toll 
revenues  if  preset  traffic  levels 
are  not  met 

m BARRY  RILEY 

Investment  management, 

although  scarcely  comparing 
with  the  internet  sector,  has 

been  one  of  the  most 
successful  areas  in  recent 

entrepreneurial  fortunes. 
:   A   handful  of  bright 
.individuals  can  generate  ; 

'   investment  returns  for 

several  years,  btrild  substantial 

portfolios  through  taking  on  - 

or 

selling  mutual  funds,  then  sell 
(mt  to  empire-building  banks 
or  insurance  groups  fora 

managed. 

This  game  pfan  has  always 
worked  best  In  the  US,  where  a 

boutique  culture  has  beai 

nurtured  by  powerful  : investment  consultants,  and 

where  investors  are  wiBing  to 
back  bright  newcomers,  but 
lhare  are  plenty  of  examples  in 

Europe  and  the  Far  East  too. 
The  More  maybe  different, 

however.  The  investment ; 

■glaiM^an£pt.WPStdtaacy  arm  ■ 

of  PwC  predicts  a   decisrvo 

management  teams  to  the 

departments.  Its  report . 
Ttmte7tno^Leadmg 

Investment  Managers*, 
published  in  cooperation  with 
the  Economist  Intelligence 

Unit,  predicts  polarisation  into 
investment  asset  ■   ;   ̂ 

“manufeetorers"  that  create  _ 

the  products- and  “integrators" that  gather  the  assets.  The 

integrators  will  be  powerful, 

brand-led  operations  and  
will'  ’ aflftgrt  increasing  control  over 

the  value  added  within  the  . 

industry.  ' 
Already  the  performance-led

 

t  
 ■ 

money  managers  have  been 
jolted  by  unusual  investment 
conditions  of  the  past  year  or 
two  that  have  led  to  severe Twfiw^wfhmanflfl  against 

h»nrhrnaritg  This  year’s  first 

quarter  saw  a   modest  reversal 
■of  those  trends  -   but  many 
long-term  Hack  records  have 
already  been  ruined. 

Perhaps  conditions  have 
been  freakish,  but  it  can  be 

argued  that  portfolio 
managers'  use  of  information 
technology  has  reached  an 
extent  where  market  efficiency maiift  slrffl  all  bot 

redundant Index-trackers  have 
benefited  enormously  and  they 

may  provide  precedents  for  the “HIM"  paradigm  proposed  by 

PwC.  Tracker  managers  ! generate  economies  of  scale, 
and  have  commoditised  the 

product  so  that  it  can  readily 
he  labelled  with  all-purpose 
consumer  brand  names  (such 
as  Virgin  in  the  UK). 

There  will  never,  of  course, 

be  a   angle  paradigm.  In  the 

pa&  the  perihnnancedrivan 
modd  has  existed  in  parallel 
with 'the  private  hahtong 

approach,  which  has  depended 
almost  entirely  an  personal 

relationships  with 
high-net-worth  individuals.  In 
private  banking  performance, 
measorement  has  not  only 

been  unimportant  bnt  often 
opaque.  „ 

hBche' players  win  always 
exist  However,  the  general 

transfer  or  power  from  the 
front  office  to  the  rest  of  the 

Irreversffite.  Out  will  go  flair, 
in  wffi  come  efficiency.  PwC 

ss®s  investment  performance 

out  flair 
will  no  longer  be  the  most 
important  factor  in  success. 

Instead  there  wiH  be  three 
other  key  elements.  The  first 
will  be  the  management  of 
knowledge.  This  wfll  apply  not 

just  to  investment 
decision-making  but  to 
knowledge  of  customers  and 
the  competitive  marketplace. Second,  technology: 

investment  management  is 

rapidly  shifting  from  a 

people-intensive  to  a capital-intensive  industry 
where  the  integration  of 
systems  and  the  exploitation  of 

opportunities  in,  for  Instance, Internet  sales  will  be  vital  for 

success. 
Finally,  the  management  of 

risk.  Recent  performance 
disasters  may  imply  that,  cm 

the  investment  side,  the 

industry  still  has  a   long  way  to  ■ 
go.  In  other  areas  of  risk, 

ranging  from  fraud  to 
computer  security,  further 

dangers  lurk.  • 

Such  is  the  wisdom 

emerging  from  PwC’s 
“thought-leadership  panels". 
TTua,  if  you  ask  Mg  company  • 
executives  about  the  future  of 

money  management,  they  will 
inevitably  dream  about 

marginalising  those  expensive 
and  unpredictable 
hot-performing  fund  managers. 

But  this  may  not  just  be 
wishful  thinking.  The 
investment  wizards  may 

indeed  be  forced  to  retreat  to  . 
the  hedge  fond  industry  where 

flamboyance  s till  rules  and 
knowledge  need  not  be 
optimally  shared  with  the  men 

in  grey  suits. 

*EIU,  S595 

March  1999 
Thb  annouroHMfK  appwn  m   ■   'rnmtr  of  record  only 

Arco 
Bodegas  Uni  das 

Marques  deGdfkJn  •   Berberana  •   Marquds  de  MonlstroJ 
Lagunilla  •   Bodegas  Hfapano-Argentinas 

Leading  independent  Spanish  producer  of  fine  wines 

€109  million  (Pts  18  billion) 

Buy-Out  of 
Arco  Bodegas  Unidas 

Transaction  co-led  by  . 

NatWest  Equity  Partners 

NatWest  Equity  Partners 

l i 



o
V
i
b
t
f
a
b
f
f
 

__  vVFnNESDA  Y
.AJPRlt 

FINANCIAL, TTV
rtS  •. COMPANIES  &   FINANCE:  EUROPE 

BNP  boosted  in  bid 

to  acquire  Paribas 
Kvaemer  faces  up  to  radical  surgery 
The  Norwegian  group  has  broken  with  a 

failing  strategy,  writes  Tim  Burt 

By  Samer  tekamlar  in  Paris 

Banque  Nationals  de  Paris’ p-hannns  of  acquiring  Paribas 

improved  significantly  yes- 

terday when  the  value  of  its 

all-share  bid  rose  above  that 
of  a   rival  offer  from.  Soci&tS 

Generate  for  the  first  time this  month. 

The  situation  Is  likely  to 
increase  the  pressure  on 

French  regulators  to  investi- 
gate what  the  banks  claim  to 

be  ‘'suspicious**  moves  in 
their  relative  share  prices. 

However,  a   linked  offer  by 

BNP  for  SG  was  still  valued 

yesterday  at  2   per  cent  below 

SG's  share  price,  reflecting 
market  anticipations  that 

the  three-way  battle  is  not 
over  yeL  BNP  shares  fell  1 
per  cent  to  €76.60  and  SG 
was  down  1.5  per  cent  at 
€167.40.  while  Paribas  shares 
were  little  changed  at  €98.6. 
“The  market  is  convinced 

this  is  not  yet  a   done  deal,” 
said  an  analyst  at  a   hank 
that  is  not  involved  in  the 

bids.  “This  means  anything 
can  still  happen,  including 

the  emergence  of  another 

bidder  or  an  improved  SG- 

BNP,  Paribas  and 
Sotiett  Generate 

Share  priratretesed  9/3/99=100] 
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Paribas  project.”  BNP  and SG  are  offering  to  pay  for 
Paribas  with  their  own 
shares.  BNP  is  offering  11  of 

its  shares  for  eight  of  Pari- 
bas. and  SG  is  offering  five 

shares  for  eight  of  Paribas. 
BNP  is  also  offering  15  of  its 
shares  for  every  seven  of  SG. 

Because  the  rival  offers  do 
not  include  a   cash  element, 
the  relative  share  prices  are 
crucial.  Since  the  beginning 

of  the  month,  the  relative 

prices  have  given  SG’s  offer for  Paribas  an  advantage 

over  BNP's.  However,  with 

SG  yesterday  falling  more 
than  BNP.  the  latter  offered 

a   premium  of  6.8  per  cent 

over  Paribas'  market  value, 

while  SG’s  bid  gave  a   pre- 
mium of  just  over  6   per  cent. 

“If  these  were  the  prices  at 

which  Paribas  shareholders 
had  to  decide,  then  they 

would  go  for  BNP's  terms.” said  the  analyst. 

The  Cooseil  des  Marches 
Financiers,  the  financial 

markets  regulator,  is  expec- 
ted to  set  a   timetable  for  the 

bids  by  the  end  of  this  week. 

It  is  likely  to  adjust  its  tradi- 
tional 35  business  day  calen- 
dar. to  account  for  the 

unprecedented  complexity  of 

the  proposed  deals.  BNP's offer  for  SG.  which  is  subject 

Kjelt  Almskog  delivered  a 
stark  message  earlier 
this  week  to  the  board 

of  Kvaemer.  The  combative 

chief  executive  of  the  Anglo- 
Norwegtan  industrial  group 

told  directors  gathered  in 

Oslo  that  radical  and 

far-reaching  surgery  was 

required  to  save  the  com- 

pany from  a   near-death  expe- 

rience. 

When  the  board  meeting 

began,  tbe  directors  were 

presiding  over  one  of 

Europe's  largest  manufactur- 

ing companies  -   with  60,000 
employees  and  interests 
spanning  civil  engineering 
and  construction,  to  ship- 

building and  oil  and  gas 

equipment. 
Several  hours  later,  they 

to  the  same  timetable,  will  had  decided  to  cut  the  work- 
pro  bably  be  extended  until  force  by  more  than  30  per 

the  fate  of  Paribas  is  known. 
The  outcome  is  expected 

to  be  further  delayed  by  a 

lawsuit  filed  by  SG  and  Pari- 

bas, challenging  the  regula- 

tors’ decision  to  allow  BNP's 
bids  to  proceed.  The  appeals 
court  is  expected  to  rule  by 
the  middle  of  June  at  the 
earliest. 

Vivendi  plans  partial  float 
By  David  Owen  In  Parts 

Vivendi,  the  acquisitive 

French  utilities  and  commu- 
nications group,  plans  to 

Boat  up  to  one-third  of  its 

newly  enlarged  environmen- 
tal services  business  within 

five  years. 

The  company  said  yester- 
day the  move  would 

strengthen  its  capacity  to 

develop  both  organically  and 
externally,  while  retaining 
management  unity. 
The  listing  would  come 

only  once  Vivendi  had  made 

optimal  use  of  its  tax  loss 

carry-forwards,  which  was 
likely  to  take  about  three 
years.  However,  the  group 

would  publish  pro  forma 

accounts  for  the  Vivendi 
Environment  unit  from  this 

year. Yesterday's  announcement 
came  less  than  a   month  after 

the  company  agreed  to  buy 
US  Filter,  the  largest  private 

US  water  company,  for 
S&2bn  in  a   move  described 

as  tbe  biggest  French  acqui- 
sition in  the  US. 

The  group  said  at  the  time 
that  the  cash  deal,  the  latest 

of  a   string  of  high-profile  US 
purchases.  would  be 
financed  by  a   capital 
increase  of  about  €3bn 

(S3.25bn)  and  a   convertible 
bond  issue  of  about 
€2bn. 

Yesterday  it  confirmed 

that  the  acquisition  would 

be  at  least  40  per  cent 

financed  by  a   convertible 
bond  issue. 

The  bonds  would  have  a 

six-year  term  and  be  con- 
vertible into  Vivendi  or  Viv- 

endi Environment  shares  at 

the  investor's  choice.  The 
issue,  set  to  be  at  least 
€££bn.  will  be  launched  in 

coming  days  if  market  condi- 
tions permit. 

The  capital  increase  will 

come  after  a   one-to-three 
share  split  expected  next 
-month. 

Vivendi  shares  closed  2.74 

per  cent,  or- €6.50.  down  yes- 

terday at  €230.50.  This  com- 
pared with  a   modest  advance 

for  the  benchmark  CAC  40 
index. 

halved  in  the  past  year. 

Losses  have  mounted  and 

net  debts  have  reached 

NKriO.Sbn. 
Kvaerner.  he  predicted, 

would  emerge  as  a   leaner 

and  more  profitable  com- 

pany. 

“Shipbuilding  does  not 

really  fit.”  he  added.  “It  is  a drain  on  profitability  and 

our  cash  flow  and  has  no 

synergies  with  the  rest  of 

our  activities.” 

Elsewhere,  he  said  Kvaer- ner had  been  handicapped 

by  the  pursuit  of  volumes 
and  thin  margin  contracts 
rather  than  profit  margins. 

All  that  is  about  to  change. 
But  it  remains  to  be  seen 

whether  NKr4bn  of  provi- 
sions and  a   strengthened 

capital  base,  coupled  to  a 

more  aggressive  emphasis 

cent  and  dispose  or  with-  on  shareholder  value,  will  be 
draw  from  businesses  enough  to  turn  round  a   corn- 
accounting  for  almost  a   pany  that  has  been  treading 

third  of  the  group's  near-  water  for  almost  a   decade. 
NKrSObn  (*l0.3bn;  annual  Erik  Tonseth,  tbe  chief 

turnover.  executive  ousted  last  year  to 
The  directors  approved  a   make  way  for  Mr  Almskog. 

plan  that  will  see  Kvaemer  oversaw  a   culture  at  Kvaer- 
withdraw  altogether  from  ner  where  market  share  and 

shipbuilding  -   it  is  one  of  turnover  was  king.  “Erik 
the  world's  largest  commer-  could  never  resist  acquisi- 
cial  ship  manufacturers  -   tions  and  he  hated  selling 

while  dramatically  scaling  anything  cheap."  said  one 
back,  loss-making  activities  industry  executive, 
in  its  remaining  engineering 

and  construction  businesses.  "T“taat  appetite  for  deals 
Mr  Almskog.  recruited  last  I   reached  its  climax  in 

year  from  Swiss-Swedish  I   1996  when  Kvaemer  - 
engineer  ABB  to  revive  jilted  in  its  pursuit  of  Amec, 

Kvaemer.  said  the  overhaul  the  UK  construction  group  - 
would  reduce  total  staffing  paid  £904m  ($1.45bn)  for 

by  25,000  while  cutting  busi-  Trafalgar  House,  the  UK  con- 
ness  volumes  by  NKrabn.  In  glomerate  that  had  run  up 

a   pain  first,  gain  later  strat-  losses  of  more  than  £700m  in 
egy.  he  warned  the  transfer-  the  previous  five  years, 
mat  ion  would  require  provi-  At  one  level,  the  deal 
sions  of  NKr4bn  and  a   promised  useful  synergies 
further  NKrifim  rights  issue  with  overlap  in  the  civil 

to  strengthen  the  group's  engineering  and  offshore 
miserable  balance  sheet.  activities  of  both  companies. 

According  to  tbe  chief  But  Kvaemer  conspicuously 
executive,  the  overhaul  will  failed  to  realise  the  potential 
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RANDG#LD 

MORILA  GOLD  PROJECT,  MALI 

The  Board  of  Directors  of  Randgold  Resources  Limited  is  pleased  to  announce  that  it 

has  been  decided  to  proceed  with  the  development  of  a   mine  on  the  Morfla  permit  in 

Mall,  following  the  completion  of  a   favourable  feasibility  study.  The  final  feasibility  study 

was  independently  audited  by  Resource  Service  Group  {"RSG")  of  Perth,  Australia,  who 
advised  that  it  was  appropriate  and  realistic. 

The  main  results  of  the  feasibility  study  are:  j 

Resources  and  Mining  Reserves  t 

Resources 

Measured 

Indicated 

Measured  and  Iruficated 
Inferred 

Oxide 

Sulphide 

Subtotal 

Sulphide 
Total 

Reserves  have  been  diluted  by  10%  at  zero  grade. 

Tons 

Gold 1155 

Mozs 

Gold 
0-36 

54.94 
1.77 6620 

2.13 

46J51 

1.50 112.71 

3.63 25.49 

0.82 
13&20 

445 

-Tons 

Gold Mozs 

Gold 

Probable 

The  o rebody  is  still  open  with  potential  to  increase  the  resources  and  reserves. 

Operating  Parameters 

■ Production  commences January  2001 

■ Production  rate 
200  OOOTpm 

■ Estimated  plant  recovery 90% 
• Estimated  strip  ratio 

3.85:1 

• Life  of  mine 10.7  years 

• 
Capital  expenditure  and  working  capital  to 

start  of  production USS  98.9  miflion 
• Average  Hfe  of  mine  cash  operating  cost USS  133/oz 
• 

Royalty  -   not  Included  in  cash  operating  cost 6% 

Financial  Results 

1   •   Gold  price  assumption  -   USS  290/oz  in  January  1999  escalating  at  I 
2%  per  annum  in  real  teems 

•   Internal  rate  of  return 51% 

■   Net  present  value  at  7%  before  financing 
USS  218.8  million 

•   Capital  expenditure  payback 
10.5  months 

The  average  total  life  of  mine  cash  costs  of  USS  153/oz,  Including  royalties,  places 

Mori  la  comfortably  within  the  lowest  20%  of  the  world  production  cost  curve. 

The  mine  construction  tendering  process  has  commenced  with  tenderers  being  invited 

to  submit  quotations  in  respect  of  contract  mining,  power  supply,  process  plant  and  infra- 
structure. Depending  on  tee  results  cf  tee  tendering  process  and  the  decision  on  out- 

sourcing of  mining  and  power  supply  between  US$  75  million  and  USS  111  million  will 

be- required  to  finance  the  construction  of  the  mtne.  lt  is-pianned  teat  the  finance  required 
will  be  raised  through  commercial  banking  project  finance.  In  this  regard  NM  Rothschild 

and  Sons  Limited  has  been  mandated  to  arrange  the  project  finance  and  a   term  sheet 

has  been  agreed  and  signed. 

Discussions  are  in  progress  with  the  Government  of  Mali  in  respect  of  its  participation 

Interest  in  Mori  la  The  Government  has  a   free  carried  interest  of  10%  with  tee  right  to 

acquit  a   further  non-carried  10%  interest. 

In  order  to  ensure  that  the  January  2001  deadline  for  commencement  of  production  is 

met,  on  site  pre-development  work  has  already  been  started. 

Johannesburg 

14  April  1999 

mark  the  end  of  a   dreadful 

period  for  Kvaemer,  which 
has  seen  its  share  price 

Ericsson 

buys  US 
internet 

group 
By  Nicholas  George 

in  Stockholm 

Ericsson  continued  the  rush 

of  European  telecommurrief 

tioo  equipment  makers  to 

buy  into  US  internet  technol- 
ogy companies  yesterday, 

when  it  announced  the 

$450m  purchase  of  Torrent 

Networking  Technologies.  ■ 
The  cash  purchase  of  the 

router  manufacturer  is  the 

Swedish  group’s  third  move in  the  sector  in  the  US  in  tbe 

last  year,  spending  in  total 
about  5800m.  In  the  last  12 
months  Nokia.  Siemens, 

Alcatel  and  the  UK’s  General 
Electric  Company  have  all 

announced  purchases  of  US 
internet-based  equipment 

suppliers. The  European  companies 
are  aiming  to  win  a   slice  of 

the  business  generated  when 

telecoms  and  internet  opera- 
tors upgrade  their  systems 

to  cope  with  the  up  to  300 

per  cent  annual  growth  in 
data  communication  some 
carriers  are  experiencing. 

Torrent  Networking  pro- 
duces medium  capacity 

internet  routers.  the 
switches  which  concentrate 
traffic  on  the  internet  The 

company,  which  was  set  up 

in  1996  and  has  80  employ- 
ees, has  yet  to  make  volume 

sales  but  has  its  products 

placed  on  extensive  tests 
with  large  operators. 

The  acquisition  will  allow 

Ericsson  to  provide  opera- 
tors with  a   complete  range 

of  routers. 
The  Swedish  company  said 

the  only  competitors  able  to 

offer  operators  similar  “end 
to  end"  solutions  were  Cisco 

Systems  of  the  US  and  Nor- 
tel Networks  of  Canada. 

“What  we  are  getting  is  a 

product  type  that  fits  well  in 
our  existing  product  line  in  a 
market  that  is  still  emerging 

and  we  are  very  well  posi- 
tioned to  compete  with  any- 

one," said  Sven-Christer 
Nilsson,  chier  executive. 
He  defended  the  company 

against  criticism  that  its 
acquisition  policy  In  internet 

technology  had  been  too 

slow  and  too  small.  “1  know 

some  of  you  have  been  impa- 
tient, but  good  news  takes 

time  and  this  move  is  strate- 

gically sound  and  financially 

responsible.” 

Analysts  saw  the  move  as 

being  in  line  with  Ericsson's “string  of  pearls"  acquisition 

policy.  Ericsson’s  most- traded  B   shares  closed  up 

SKro  at  SKr214.50. 
Ericsson  was  advised  by 

Merrill  Lynch,  and  Torrent 

by  Robertson  Stephens. 

Cisco  In  $2bn  buy,  Page  17 

cost-savings  and  took  far  too 

long  to  dispose  of  disparate 
businesses  such  as  Cunard, 

tbe  loss-making  cruise  line, 

and  US  housebuilding 
operations.  The  group  also 

assumed  a   mountain  of  debt 
to  finance  the  acquisition 

and  consequent  restructur- 
ings. and  did  not  pay  it  down 

soon  enough. 

"Kvaerner  lost  focus  and 

the  market  has  drawn  its 

own  conclusions.”  said  one 

banker  yesterday.  “Some people  in  the  company  wish 

they  had  never  gone  after 

Trafalgar  House." Mr  Almskog  was  more  cir- 
cumspect yesterday.  He  said 

some  of  the  former  Trafalgar 

House  businesses  “could  be 
taken  forward.  But  we  have 

had  to  look  at  tbe  whole 

business  from  scratch.  The 
state  of  affairs  on  my  arrival 

was  less  than  perfect." If  anyone  can  transform 
Kvaemer.  former  colleagues 
of  Mr  Almskog  at  ABB  say 

he  is  the  man,  “people  don't love  him,  but  they  respect 

bis  actions,”  said  one. 
The  challenge  now  will  be 

to  put  the  fine  words  Into 

action.  In  order  to  mainta
in 

the  confidence  of  Kva
emer's 54  lenders,  Mr  Almskog  will

 

have  to  act  test  to  realise  tb
e 

disposal  or  closure  strategy 

in  shipbuilding  and  other divisions. 

If  and  when  the  group  is 

streamlined  and  returned  to 

profit,  questions  will  remain 
on  where  it  goes  from  there. 

Given  the  oil  price  and 
demand  for  turnkey  power 

and  engineering  projects  in 

south  east  Asia,  the  remain- 

ing divisions  may  struggle  to 
show  sizeable  returns  for 

some  time. 

By  stripping  out  NKrlbn of  costs  a   year  and  reducing 

debts,  the  new  Kvaerner 

may  itself  become  a   takeover 
target  after  all  the  hard 
work  has  been  done. 

Mr  Almskog  is  unfazed.  “I am  trying  to  create  share- 

holder value,"  he  added.  “If we  are  vulnerable  to  take- 
over when  we  are  finished, 

then  at  least  it  will  show  we 
have  made  Kvaemer  an 

attractive  proposition." 

Nestle  may  raise  SFr750m 
with  sale  of  Findus  brand 
By  WflBam  Hal  n   Zurich  cent  of  Nestl#’s  SFr2.5bn 
    —           -   European  frozen  food 

Nestte.  the  world's  biggest,  operations,  is*  low  margin consumer  food  company, 

could  raise  up  to  SFr750m 

($507.5m)  by  selling  findus, 

one  of  the  world's  best- known  frozen  food  brands,  to 

a   US-SWedish  venture  capi- 

4tal  grodp. 

EQT  Scandinavia,  a   ven- ture capital  firm  set  up  by 

Investor,  part  of  Sweden's Wallenberg  family  empire, 

and  AEA.  a   US  venture  capi- 
tal company.,  is  negotiating 

to  buy  the  Findus  business 

in  a   move  that  will  take  Fin- 
dus back  to  its  Swedish 

roots. 

Nestle,  which  entered  the 
frozen  food  industry  with 

the  1962  purchase  of  Findus. 

said  yesterday  it  was  negoti- 
ating the  sale  of  frozen  food 

businesses  with  annual  sales 
of  close  to  SFrlbn  and  the 
Findus  brand. 

Analysts  say  the  business, 
accounting  for  about  40  per 

and  relatively  low  growth. 
Nestte's  shares  jumped 

more  than  3   per  cent  yester- 

day to  SFT2.746.  James  Amo- roso,, of  Bank  Julius  Baer, 

said  the  planned  Findus  sale 

showed  that  Peter  Bra  beck  - 
Nestle 's  new  chief  executive, 
who  started  his  career  as  a 

Findus  frozen  food  salesman 

Industri,  began  life  as  a Swedish  canning  company. 

After  being  taken  over  by 

Marabou,  Sweden's  biggest chocolate  manufacturer,  in 
1941,  it  began  experimenting 

with  deep  freezing,  and  Fin- 
dus frozen  peas  and  spinach 

began  appearing  in  Swiss shops. 

After  Nestle  acquired  the 
business  in  1962  it  expanded 
Findus  into  Belgium.  France, 

-   was  starting  to  take  a   "Switzerland.  Germany  and 

more  aggressive  approach  to  >*  Italy. 

restructuring  Nestle's- portfo- 

lio. 

Nestle  stressed  it  intended 

to  remain  a   major  player  in 

However,  the  business  has 
not  been  as  profitable  as 

hoped. NestlS  and  EQT  declined 

Europe's  frozen  food  indus-.  to  disclose  the  terms  of  the 
try,  but  wanted  to  focus  on  sale,  but  analysts  speculated 

higher-margin  and  faster- 
growing segments  such  as 

prepared  dishes,  snacks  and 
pizzas.  In  line  with  this 
strategy,  it  announced  the 

purchase  of  a   small  Spanish frozen  food  company  with 

sales  of  SFr90m  yesterday. 

Findus,  short  for  Frukt 

that  despite  the  strong  Fin- 
dus brand  name,  it  would 

probably  be  sold  at  a   dis- count to  the  SFrlbn  sales  fig. 
ure. 

EQT,  which  has  about 
Slbn  of  funds  at  its  disposal, 
■plans  to  float  Findus  on  the 
stock  market  at  a   later  date. 

By  Tom  Bums  ta 
Caja  Madrid,  Spain's- second 

- largest  savings  bank,  is.sefl- 7\ 

lug  its  3   per  cerf  sttajii.  ; 

Telefonica,  leaving  Hie  dtent  :: 

nant  domestic  tel«xmmranl-_- 

cations  group  short  of  a- key  r 
  - 

reference  shareholder  at  a : time  of  turmoil  in  the  Eure* 

pean  telecoms  sector.  
'   :r:  .   ' The  €1.3bn  (SI.Alhn)  dls-  ' posal  -   which  is  being  am- 

ducted  by  Goldman  Sachs,  • 

the  US  investment  bank,  ana' 
involves  an  open  market  sale  - 

-   fuelled  speculation  that  •».'• Telefonica,  lilt*  Telecom Italia,  could  be  Yutoerabte.tb 

predators. 

The  Spanish  operator  is  •' 
the  biggest  blue  chip  ,   on  •’ Madrid's  stock  market  and  -. . 

33  per  cent  of  its  equity  is 
owned  by  foreign  insfitu-  .- 
tious.  Banco  Bilbao  Vizcaya, 

which  had  owned  6.14  per 

cent  of  Telefonica  ahead  of-' its  full  privatisation  two 
years  ago,  last  month  . 
reduced  its  stake  from.  V 

per  cent  to  3.2  per  cent BBV  was  one  of  Telefon- 
ica's original  core  sbarehoLfc  -1 .   • 

ers  together  with  La  Caixia.  • 

Spain's  biggest  savings- bank.  and  Argentaria.  the 

formerly  state-owned  bank- mg  corporation,  which  both. 
continue  to  own  just  over  10  - 

per  cent  of  the  operator between  them.  ■   j   . 
“The  Caja  Madrid  sale  is.  a   _ 

blow  to  Telefdnica  because  it  f 

gives  the  wrong  signals  at 
the  wrong  timer  said  one 

senior  Madrid  trader.  Ana- 
lysts  pointed  out  that  Tele-  ;   '   , com  Italia,  whose  shares 

holder  structure  is  
'hot'.'" 

unlike  Telefonica's,  failed 

last  weekend  to  muster  sup-  ' 
port  from  voting  capital  to 

mount  a   defence  against  Oli- 

vetti's  hostile  bid.  .   "   - 
Caja  Madrid  built  up  Its  3 

per  cent  stake  in  Telefonica 
after  the  privatisation  pro-  V 
cess  saying  it  aimed  to  join 

the  peer  group  of  core  share-.  • holders  with  control  of 

around  5   per  cent  of  the 
operator's  equity.  The 
investment  appeared  at  the 

time  to  assure  Telefdnica  of 

a   secure  ownership  base.  : . 

In  a   surprising  reversal  of 
this  strategy  the  bank  said  H 

was  pulling  out  of  Telefonica 
to  buy  into  other  industrial assets,  citing  Indra.  the.  ! 

recently  privatised  electron- 
ics group  in  which  it  has  a 

10  per  cent  stake,  and  Iberia, 
the  national  airline,  which  is 

due  to  be  floated  later  this 
year.  The  bank  stands  to 
earn  some  €600m  in  capital 

gains  from  the  sale  of  its Telefonica  stock. 

•   Banco  Santander  Central 

Hispano,  Spain’s  largest 

I   banking  group,  has  paid 

€40.7m  for  5.5  per  cent  of 
Retevision,  the  second 

domestic  telecoms  operator. 

The  equity  was  acquired 
from  the  government  which 
sold  the  rest  of  its  remaining 

30  per  cent  stake  in  Reteyi- 
sidn  to  existing  sharehold- 

ers. among  them  Telecom 
Italia  and  Endesa. 

NEWS  DIGEST 

PAY  TELEVISION 

PLACER  DOME  INC. 

MIH  shares  up  8.6%  on 
first  day  of  trading 
Shares  in  MIH,  an  operator  of  pay  television  services, 
ended  8.6  per  cent  above  their  offer  price  yesterday  on 

their  first  day's  trading  in  Amsterdam.  That  values  tee 
company,  controlled  by  tee  Johannesburg  listed  group  of 
the  same  name,  at  nearly  $1bn.  It  raised  $1 63m  in  the 
issue,  which  it  Intends  to  use  for  expansion  and  to  pay 

down  debt  The  pricing  at  $18  was  at  tee  top  of  the  indi- 
cated range,  and  the  size  of  the  offering  was  increased. 

Thomson  Multimedia  of  France  has  a   stake  of  some  5   per 

cent  rn  the  company,  which  also  listed  yesterday  on  Nas- 
daq in  tee  US.  Gordon  Cramb,  Amsterdam 

AIRLINES 

Virgin  Express  plans  buybacks 
Virgin  Express  Holdings,  Richard  Branson '3  publicly- 
quoted  low-cost  airlines,  yesterday  won  shareholder 
approval  to  buy  back  up  to  $15m  of  shares.  An  extraordi- 

nary shareholders  meeting  in  London  agreed  the  plan, 
under  which  the  company  will  initially  buy  back  up  to  $7m 
of  shares.  Subject  to  net  earnings  of  aft  least  $8m  this 
year,  the  company  would  then  be  authorised  to  purchase 
up  to  the  full  $15m.  The  group  -   which  is  listed  in  Brus- 

sels and  New  York  -   said  it  expected  to  buy  the  shares  in 
the  open  market  from  time  to  time.  Susanna  Voyfe 

TELECOMS 

€11 9m  Mobistar  stake  sold 
A   3.34  per  cent  stake  In  Mobistar,  the  Belgian  mobile  tele- 

coms company,  was  placed  on  the  Brussels  bourse  yes- 
terday in  a   bought  deal  worth  6119m  ($129m)  managed  by 

ABN  Amro  Rothschild.  The  shares  were  sold  by  Cobepa, 
tee  Belgian  investment  company.  They  were  placed  at 
€57.50,  a   52  per  cent  discount  to  tee  previous  closing 
price.  France  Telecom  holds  a   51  per  cent  stake  in  Mobis- 

tar, which  was  floated  last  October.  Clay  Harris 

tkcntnamUn,  Loci, at 
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John  Grow  Graham  Farquharaon 
announced  the  appointments for™r  Governor  of  the  Bank  ofCanada, 

eS  S^fc^?^^r^4,P,10slclent  of
StimihoonaMSl 

erai  services  Limited  to  the  Board  of  Directors  Mr 

Governor  of  Canada's  central  hani/L 1 873‘  Me  Wl® 1994,  and  In  1993  " 

central  bank  Govar^.ra  of^'&ou^?6'30"  1?" 

“khy '£ssrd  *■"  •*  S 
matters  and  directof^o^^3^™  °n  *nanc‘al 

9radUatfi 
Unh/ersitv  has  to™  ™   *ith  -in  MBA  from  Ouesn's 

fion^d^i^nt^P|™>' ,!le  °verall  direc- 

a   wide  spectrum  of  actS1„TriWnts  coverin9 including  project  manSfJ  JSEJT’IS  indUStV' 

appraisals,  feasibill^Sudies^nS^  f   company 

administration  of  pubficmWn^^°nal  rev,ews 
years  many  of  50n,panies-  In  recent 

oteer  than  Canada^S^VB  bee"  h   countries 
opportunities  In  °'l0f  inv0stment 

Placer  DomeJs  an  L?hn  America- 

.Pany  basedTn'Vanon.,11,^ gold  mfn,n9 
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COMPANIES  &   FINANCE:  INTERNATIONAL 

Czech  beer  set  for  European  revival 
Foreign  interest  has  improved  prospects  for  the  industry,  reports  Robert  Anderson 

Czech  beer,  the  original 
Pilsner-style  lager,  may 

soon  begin  to  punch  its 
weight  tn  Europe  again. 

Since  the  fall  erf  commu- 
nism, Czech  beer  exports 

have  underperformed 

because  each  brewery  was 

privatised  separately  rather 
than  merged  to  create  a 
national  champion  that 

could  attract  a   foreign  stra- 

tegic partner. 
The  industry  was  divided 

into  71  breweries  which 

fought  price  wars  for  a   place 
in  the  biggest  per  capita 
market  in  the  world.  Today  a 
quarter  of  the  capacity  is 
estimated  to  be  surplus  and 

prices  have  fallen  in  real 
terms  to  levels  so  low  that 
some  half-litre  bottles  now 
sell  for  Kcs4  (11  US  cents). 
But  the  victory  of  Nomura 

Securities,  the  Japanese 
investment  bank,  in  its  bit- 

ter two-year  battle  with 
Bass,  the  UK  brewer,  to  cre- 

ate central  Europe's  biggest 
brewing  group  could  lead  to 
the  sale  of  the  new  concern 
to  an  international  brewer 
that  has  the  money  and 
expertise  to  properly  market 
Czech  beer. 
The  surprise  decision  of 

the  Czech  competition  office 
last  month  to  allow  the 

merger  of  the  country's  two 

biggest  brewers  which 
Nomura  controls  will  also 

force  Bass  to  review  its  strat- 

egy in  its  only  significant 
brewing  investment  outside 
the  UK. 
Before  foreign  groups 

showed  interest  in  Czech 
brewers,  the  price  war  had 
pushed  most  breweries  into 
losses,  diverting  them  away 
from  exports.  The  breweries 
did  not  have  the  critical 
mass  to  invest  in  marketing 
and  sales  abroad. 

Beer  exports  fell  ll  per 

cent  last  year  to  1.75m  hecto- 
litres. about  one-tenth  of 

total  production.  The  only 
successful  exporter  was 
Budejo vicky  Budvar.  whose 
state  ownership  and  export 

links  built  up  in  the  commu- 
nist period  allowed  it  to  stay 

above  the  domestic  fray. 
Bass  was  the  first  foreign 

brewer  to  try  to  realise  the 
potential  of  Czech  beer  when 
it  bought  Prague  Breweries 
in  1994  and  began  exporting 
Staropraraen  to  Germany 
and  its  chain  of  UK  pubs. 

Bass  also  acquired  a   33.4 
per  cent  stake  in  Radegast. 
the  second  biggest  brewer.  It 
began  negotiations  to  buy 
out  the  majority  owner. 
Investicni  a   Postovni  Banka 

(TPB).  and  merge  the  brew- 
eries into  a   group  control- 

ling about  30  per  cent  of  the 
domestic  market 

However  Nomura,  which 
became  interested  in  the 
beer  industry  while  an 

adviser  to  the  Czech  govern- 
ment, blocked  the  purchase. 

The  Japanese  bank  had 
forged  a   close  relationship 
with  IPB  -   which  through  a 

web  of  subsidiaries  con- 
trolled both  Radegast  and 

Prazdrcj,  the  market  leader 
-   and  eventually  bought  the 

troubled  bank  from  the  gov- 
ernment for  Kcs3.03bn 

(885.6m)  in  March  last  year. 
Nomura  applied  to  merge 

the  breweries  but  was 
rejected  twice  on  the 
grounds  that  their  combined 

44  per  cent  stake  would  pre- 
vent free  competition.  How- 

ever. last  month  the  new 
chairman  of  the  competition 
office  secretly  reopened  the 
case  and  gave  Nomura  the 

go-ahead. 
Bass  has  protested  and 

threatened  legal  action  but 
now  seems  to  be  only  a   nui- 

sance to  Nomura.  Through 

its  34  per  cent  stake  in  Rade- 
gast. Bass  can  block  a   legal 

merger  but  not  a   holding 
company  structure  in  which 

Radegast  uses  Prazdroj's  effi- cient distribution  network. 

The  decision  caps  Bass’s disappointing  experience  in 

the  Czech  Republic.  It  has 

yet  to  make  a   profit  witb 
Prague  Breweries,  which  last 
year  crashed  to  a   record 
KcsSSOm  loss,  partly  because 

of  restructuring  exists. 
But  Graham  Staley,  head 

of  Bass  in  the  Czech  Repub- 
lic. rejected  speculation  that 

the  company  would  exit  the 
country  if  It  lost  the  case. 
“We  could  continue  to  focus 
on  exports  but  we  would 

probably  not  chase  the 

domestic  market  so  hard  - 
we'd  look  for  our  niche,"  he 
said. 
Nomura  now  stands  to 

make  back  many  times  its 

purchase  price  for  IPB  when 
it  sells  the  breweries.  Daniel 

Martinu,  an  analyst  at  Patria 
Finance  in  Prague,  believes 
the  merged  group  could  be  of 
most  interest  to  Heineken. 

Anheuser-Busch  and  South 
African  Breweries. 

But  Nomura  insists  its 
priority  is  completing 

the  merger. 
"In  all  of  Europe  we  see 

concentration."  says  Vladi- 
mir Perina,  managing  direc- 
tor of  Prazdroj.  “When  the 

Czech  Republic  joins  Europe 

in  a   few  years  it  will  be  nec- 
essary to  be  big  and  strong 

in  the  Czech  market  " In  the  higher-margin 

Gaining  strength:  merger  decision  augurs  wefl  for  Czech  brewing 

export  business.  Prazdroj 
will  focus  on  selling  Pilsner 
Urquell.  the  original  Pilsner, 
to  western  Europe  and  north 
America.  It  plans  to  use 

licensed  production  of  Gam- 
brinus,  the  top  Czech  domes- 

tic brand,  to  get  around 

import  quotas  in  east Europe. 

Currently  Prazdroj  uses 

link-ups  with  international 
brewers  to  sell  Pilsner 

Urquell  in  western  Europe 

but  analysts  such  as  Mr  Mar- 

tinu argue  that  only  when 
one  of  them  takes  a   strategic 
stake  will  the  company  be 

able  to  capitalise  on  the 

quality  and  tradition  of Czech  brewing. 

Prazdroj  believes  last 
month's  decision  is  the  first 

step  towards  an  export revival  and  it  has  big  plans 

for  the  future.  “In  1913  Praz- 
droj was  the  biggest  brewery 

in  Europe,"  says  Mr  Perina. "We  want  this  position 

back." 

RETAILING  DUTCH  GROUP  REVIEWS  OPTIONS  •; 

Vendex  might), 

seek  buyer  for: 

US  toys  chain 
By  Gordon  Grand) hi  Amsterdam 

BEAR 
STEARNS 

WHEN 
INTERNET 
COMPANIES 
WANT  TO  GO 
PUBLIC,  THEY 
CUCK  HERE. 
You're  a   high-tech  company  with  fresh  ideas  and  aggressive 

goals.  You've  worked  hard  to  be  a   player,  and  probably  have 
been  through  several  rounds  of  financings  already  to  reach 

your  present  level.  Now  you're  ready  to  take  the  big  step 

and  go  public.  Where  do  you  turn? 

To  the  firm  that  leading  Internet  companies  turn  to  - 

Bear  Steams.  That's  because  we  place  the  highest  priority  on 

thoroughly  learning  our  client's  business  and  individual  needs. 

We  pull  together  our  resources,  including  corporate  finance, 

strategic  and  financial  advice,  sales  &   trading  and  research 

to  deliver  superior  execution  and  distribution.  And  we're 

there  after  the  IPO,  building  long-standing  relationships 

through  superior  after-market  service. 

It's  commitment  like  this  that  makes  everything  dick  for 

Internet  companies  going  public  And  it's  the  kind  of  dient 

service  innovation  and  performance  we  deliver.  Every  day. 

$86,250,000 

E   miningco.com 

Initial  Public  Offering 

March  1999 

$168,000,000 

prodigy. 

Initial  Public  Offering 
February  1999 

$57,375,000 $47,840,000 
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Initial  Public  Offering initial  Public  Offering 

Febtuaiy  1999 
February  1999 

$161,460,000 $112,700,000 
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Initial  Public  Offering Initial  Public  Offering 

January  1999 
December  1998 

$64,400,000 $33,810,000 
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EARTH  WEB 

initial  Public  Offering Initial  Public  Offering 

December  1998 November  1998 

$31,335,003 $25,500,000 
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Initial  Public  Offering initial  Public  Offering 

November  1998 
August  1998 

75  Years  of  Client  Service,  Innovation  <&  Performance 

FAO  Schwarz,  the  prestige 
US  toys  chain,  may  be  put 

up  for  sale.  Its  new  owner, the  Dutch  retail  group 

Vendex,  is  unhappy  with 

the  performance  of  the  unit 
and  wants  to-  focus  on 

Europe. 

Vendex  acquired  the  New York  Fifth  Avenue  flagship 

and  Schwarz’s  40  other  out- 
lets as  part  of  its  takeover 

last  year  of  KBB,  a   domestic 

rival. Jan-Michtel  Hessels.  Veh- 
dex  chairman,  said  yester- 

day a   disposal  of  FAO 
Schwarz  was  “not  impossi- ble" and  that  its  future 

would  be  “studied  in 
the  context  of  the  interna- 

tional strategy"  of  his 

group. He  said  Vendex  aimed  to 

expand  in  the  Benelux,  Ger- 

many and  France:  “We  don't 
want  to  go  too  far  from 

home.” 

He  described  profitability 
at  Schwarz  as  inadequate, 

saying  this  would  first  have 
to  be  improved.  Although  no 
decision  had  yet  been  made 
on  its  future,  the  chain  is  the 

only  operation  which  Ven- dex will  have  outside 
Europe. 

EBB.  in  announcing  its 

results  yesterday  for  the 
year  to  January,  did  not 

te 

specify  profits  at  Schwarz^ but  said  these  fell  sharply.;; 

That  was  in  part  a   result  of£ 

investments  in-  expanding^ 

the  chain,  which  totals  42^ 

outlets.  Its  sales  rose  nearly  ,- 

9   per  cent  to  some  JUSTta.  /*■ 
Proforma  revenues  for  the. 

merged  Vendex  KBB  were" 
FlSL2bn  (€4.1 7bn,  »L5bn).m- 
the  latest  year,  up  6.7  penr 

cent.  Operating  income1  at! 

FI  443m  was  8.3  pel-  cent1: higher,  but  excluding  gain: 

from  property  the  figures PI  414m  was  ahead  52  pe cent  . 

The  group  said  it  expectay .- farther  growth  this;  year,  . 

though  both  investments 

and  the  tax  burden  wouldE- 

increase.  -   ^   i 

For  Vendex  itself,  includ- 

ing a   two-month  contribu-_. 

tion  from  EBB,  net  earning^* 
were  FI  278m.  The  FlUSbn^ 

recorded  for  the  previous’^ 

year  included  a   gain  on  its* 
spin-off  or  Vedior,  the  basa-'^ 

ness  services  side.  n 

Vendex  has  also  since  sold'  . 

Its  supermarkets  business, ' in  a   reshape  which  has  made?:, 

it  the  Netherlands’  largest” 

non-food  retailer.  
•'  '■* 

KBB,  which  operates  the, 

Bijenkorf  and  Hema  chains.*' achieved  a   tumround  to  net7 

profits  of  F19S.4m,  fronf1 

losses  of  FI  141.3m.  ’   ■'* 

The  merger  is  due  for- 
mally to  come  into  effect^ 

next  month.  i\‘. 
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3i  and  IB  J   to 

set  up  MBO 
arm  in  Japan 
By  Paul  Abrahams  h   Tokyo 

3i,  the  UK-based  venture 

capital  company,  and  Indus- trial Bank  of  Japan  will 

today  announce  the  creation 
of  a   joint  venture  aimed  at 
developing  management 
buy-outs  (MBOs)  in  Japan. 
The  venture  is  the  latest 

in  a   series  by  western 

groups  to  tap  the  MBO  mar- ket at  a   time  when  many 

troubled  Japanese  corpora- 
tions are  looking  to  spin-off 

businesses  to  concentrate  on 
core  operations. 

Other  groups  known  to  be 
targeting  the  MBO  market 
include  Jafco  and  Nomura  of 

Japan.  Schroders  of  the  UK 
and  a   joint  venture  between 
NM  Rothschild  and  Mitsui, 

the  Japanese  trading  com- 

pany. 

The  venture,  to  be  called 
3i-Kogin  Buyouts,  will  be  60 
per  cent  owned  by  3i  and  40 

per  cent  by  IBJ.  The  two 
companies  will  Initially 
invest  YlObn  ($83m),  and  are 
looking  for  a   further  YlObn 
from  institutional  investors 
anxious  to  access  the  fledg- 

ling Japanese  MBO  market 31  has  extensive  operations 
in  Europe  and  an  office  In 

Singapore. “There  is  huge  latent 

cl 
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potential  in  the  MBO  mar- ket," said  Chris  Boulton,  the 

president  of  the  new  veil-'*; ture.  “There  are  more  than11 

40.000  companies  whose  own-1*  . 
er-managers  are  over  60.  and^ 

13.000  whose  o   wne  r-manhg-' 2 ers  are  over  70.'  in  addition, 

the  recession,  deregulation,1'- 
the  weakening  of  the 

etsu  [business  groups],  and'^ 
increasing  realisation  by  big" companies  that  they  need  tof 
focus,  are  all  combining  to. 

create  a   fertile  market  for’'’ 

MBOs."  .4 

Junri  Oda,  an  IBJ  banker1.1 

who  will  become  managing11  ~ 
director  of  the  venture,  sakL'J 

“Big  Japanese  companies  are  ■   • 

realising  they  must  make'.1- better  use  of  capital,  must’1 

manage  cash-flow  more  ** 

effectively  and  adopt  global” standards.  That  creates  a 

huge  opportunity  for  spln-r* 

offs."  * Mr  Boulton  compared  the1” 
Japanese  market  with  that‘- of  Germany  a   few  years  ago. u “Japanese  managers  have!; 

been  used  to  life-time  ’ 

employment,  but  that  may*’ be  coining  to  an  end.  They-1 may  be  willing  to  look  at  the 

higher  risk-reward  profile 7 

offered  by  MBOs."  He  said  * the  market  could  be  as:larg&“ 
as  the  UK’s  within  20  years.  * 

Takeover  boost 
for  France  Soir 

( 

Si 
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By  Samer  Iskandar  In  Paris 

France  Soir.  once  the 
country’s  best  selling  daily 
newspaper  but  which  has 
fallen  on  bard  times,  was 
given  a   new  lease  or  life  this 
week  with  its  sale  to  Georges 
Ghosn,  the  controversial 
media  entrepreneur. Mr  Ghosn,  backed  by “investors  who  do  not  wish 

to  make  themselves  known", is  to  inject  FFrl53m  (€23 .3m. 525.3m)  to  revive  the  paper, 
which  has  been  losing 
FFrlOm  a   month  under  the 
ownership  of  Socpresse, 
which  also  publishes  Le  Fig- 

aro, the  right-wing  dally. The  sale,  for  a   symbolic 
FFrl,  was  agreed  last  month but  held  back  by  trade  union 

opposition.  It  was  finalised this  week  after  Socpresse 
agreed  to  offer  job  guaran- 

tees, stretching  until  after 
the  sale,  to  France  Soir  staff. 
The  former  owner  also assumed  more  than  FFrS30m 
of  France  Soir's  accumulated 
debts. 

Mr  Ghosn  has  reappointed 
Yves  Threard  as  editor. 
Last  year,  France  Soir 

underwent  the  most  ambi- 
tious of  a   series  of 

relaunches  under  Mr 
Thrfiard,  who  slashed  its 
price,  switched  to  a   tabloid format  and  turned  it  into  a 

morning  paper.  The  initia- tive was  welcomed  by  read- 

De
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ers,  but  failed  to  boost  reve- 
nues or  stem  declining  droit- J lation. 

France  Soir's  circulation^ 
has  declined  uninterruptedly  *■ since  3961,  when  it  sold  an  1 

average  lJ.m  copies  a   day  -- 
and  an  all-time  high  of 
on  the  day  General 

Gaulle  died  in  1970  - 156,000  this  year. 

Mr  Ghosn  intends  to  raise 
the  cover  price  from  FFr3J0 

to  FFr5,  increasing  annual revenues  by  an  estimated 
FFr25  m. Since  the  early-l990s,  Mr 

Ghosn  is  credited  with  hav- 

ing revived  the  business  dai- 
lies La  Cote  Desfossfis  and La  Tribune.  More  recently, 

he  is  thought  to  have  mad*  a hefty  profit  from  the  sale  of Le  Nouvel  Economists,  a   bi- 
monthly he  had  run  for barely  two  years. 

The  sale  of  France  Soir 
will  allow  the  Hersant  fam- 

ily, which  controls  Soc- pressa,  to  restructure  Le  Fig- aro, its  flagship.  Le  Figaro  is 
to  be  relaunched  In  Septem- 

ber, with  “improvements,  aj 

new  presentation  and  more*, modern  illustrations".! according  to  its  publishers.  , 
France  Soir's  mounting) 

losses  have  consistently ' 

weighed  on  the  group’s! 
development  prospects,  mak-  > 

ing  Socpresse  the  subject  ofl 

recurring  speculations  of  an’ 

imminent  sale.  - 

.♦  - 

-   v 



:"V  ~   *   . 

•   »-v  . 

■V,.  r 

FINANCIAL  times 
WEDNESDAY APRIL  ]4  J999 

17 

»u>er  f0( 

COMPANIES  &   FINANCE:  THE  AMERICAS 

ggff  HI6H  HO^jifi_SALE  OPENS  THIS  YEAR'S  PRIVATISATION  VeASON  IN  BRAZIL 

s   expected  to  fetch  premium  price 
fnSiePsulo 

Ptaneerixig  British  investors 
founded  the  San  Paulo  Gas 
Co  it  1872  to  light  the  dim 
streets  of  Brazil's  coffee  capi- taL  This  morning,  an  auc- 

tioneer win  open  sealed  bids 
from  a   group  of  foreign  bid- 

ders competing  for  Comg&s, 
its  state-owned  successor, returning  the  company  to 
foreign  control. 
Analysts  expect  aggressive 

bidding  for  the  Sao  Paulo 

state  government's  52  per cent  share  in  Comgas  will 
push  the  sale  premium  to 

ab°iirt.ai^30.  ̂ >er  over  the stake's  minimum  price  of R*896-4m  ($530.3tn). 
The  Comgds  sale  opens 

uus  year’s  privatisation  sea- son  in  Brazil,  which  econo- 
mists expect  to  raise  about 

#l3bn-$i5bn  in  1999.  Jfilio 
Lapa,  Comgas  president, 
said:  “The  privatisation  pro- cess is  beginning  again  This 
auction  will  be  a   signal  to 

the  market." 

Analysts  feared  that  Janu-.- 
ary’s  devaluation  and  result- 

ing market  turbulence  could 

threaten  Brazil's  privatisa- tions this  year.  But  a.  suc- 
cessful transaction  would 

pave  the  way  for  other  hig 

ticket  privatisations  in. the 
state,  Gtich  as  Cesp,  the 
state-owned  power  company, 
and  Banespa,  the  state  bank 
now  under  federal  govern- ment control 

This  could  help  the  federal 
government  push  ahead 

with  large,  complex  privati- 

sations of  its  own  fhat  bave 

run  into  political  apd  techni- cal obstacles.  These  .deals 
include  the  sale  of  a   Afper 
nmt  stake  In  Fetrobras,.  the 

national  oil  company,  the 

generating  assets  of.  Eletro- 
hras,  the  electricity  holding 

company,  and  privatisation of  the  fund  management 
business  of  Banco  do  Brasil, 

the  country's  biggest  bank.  • 

Maura  Arce,  Sfto  Paulo’s 
energy  secretary,  said:  “We are  selling  ComgSs  complete 
with  all  its  assets,  credits, 

debts  and  infrastructure. 

The  buyer  will  have  a   12- 

year  [monopoly]." 

Bidders  for  Comg&s  are 

expected  to  Include  Agip  of 

Italy,  British  Gas,  Spain's Gas  Natural,  Enron,  the  US 

energy  group,  and  Royal 
Dutch/ShelL  These  groups 
have  substantial  energy 

investments  in  Brazil  Shell 
already  owns  16  per  cent  of 

ComgSs. 
Comg&s  was  a   sleepy  com- 

pany for  most  of  its  recent 
history  until  the  completion 

this  year  of  a   $2bn  pipeline 

connecting  $So  Paulo  with 
Bolivian  gasfields  3^00kms to  the  west.  The  pipeline 

should  enable  the  company's 
new  operator  to  boost 
national  gas  consumption  to 
10  per  cent  of  total  energy 
demand  within  10  years  from 

about  2J>  per  cent  In  1938. 
S&o  Paulo  accounts  for 

nearly  all  Brazil's  gas  sales. 
Private  groups  are  build- 

ing new  gas-fired  power  sta- tions to  meet  rising  demand 

for  power. 
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Merrill, 
Paine 
Webber 
hit  highs 
By  Tracy  Comgan  in  New  York 

Big  volumes  of  business  and 

a   strong,  underwriting  per- 
formance helped  both  Mer- 

rill Lynch  and  Paine  Webber 

Group'  achieve  retard  earn- 
ings in  the  first  quarter, 

boosting  share  prices  across 
the  securities  industry  sec- 

tor yesterday. 
Both  Merrill  and  Paine 

Webber  made  an  annualised 

return  on  equity  of  24.6  per 
cent,  slightly  higher  than  a 

year  ago. 
In  midday  trading,  Mer- 

rill’s share  price  slid  $lft  to 
$98%  on  profit-taking,  still 
below  its  high  last  July  of 
around  $108,  but  the  stock 
has  enjoyed  a   strong  run 
since  hitting  a   low  below  $36 
last  Autumn. 

Paine  Webber  shares  rose 

$3£  to  $46%.  Shares  in 
Charles  Schwab,  another 

broker,  rose  12  per  cent  and 
those  of  Donaldson  Lufkin  & 
Jenrette,  which  reports  later 
in  the  week,  surged  7   per 
cent,  on  expectations  of 
strong  earnings  across  the 
sector. 

Merrill  reported  net  earn- 
ings of  $609m.  up  18  per  cent 

from  the  same  period  a   year 
ago,  and  earnings  per  share 
of  $144,  beating  estimates  of 

$1.23,  according,  to  First  Can. 

MerrfHS  qpmeback  aft$r  it 
suffered  losses  ip  fixed, 
income  in  the  second  half  of 

1998  shows  that,  “customer 
flow  business  can.  be  profit- 

able in  fixed  income"/  said 
Gay  Moskowski,  an  analyst 
at  Salomon  Smith  Barney.  J. 

He  added  that  while  Mor- 

rill's share  price  had  suf- 
fered as  a   result  erf  its  fixed 

incoaxe  losses  during  last 

year’s  market  turmoil  and 
other  Strategic  issues,  Mer- 

rill bad  demonstrated  its 

"true  earnings  power”  this 

quarter. 
Merrill  Lynch  Japan  Secu- 

rities. which  has  required 

greater  investment  than 
expected  since  it  was  formed 
from  the  Yamaichi  broker- 

age network  more  than  a 
year  ago;  is  performing  in 
line  with  reduced  expecta- 

tions, with  around  40,000 
accounts  and  $4bn  in  assets. 
Paine  Webber  .   Group 

reported  net  income  of 
SlHLSm  or  *L01  per  share, 
also./  substantially  above 

expectations.  Donald"  Mar- ron,  chairman  and.  chief 
executive  officer,  said  its 
recurring  fee  income  had 
reached  an  annualised 

$LD5bn.  beating  the  firm’s billion  dollar  target  for  the 
year  2000. 

■   Net  new  client  assets 
flowed  into  the  firm  at  an 
average  erf  $155m  per  day,  a 

50.  per  cent  increase  from 
last,  year’s  first  quarter. 
Paine  Webber  plans  to 

begin  online  trading  to  exist- 
ing and  new  accounts  .this year.  . 

Mexico  set  for  wave  of 
IPOs  after  long  gap 
By  May  Tricks  in  Mexico  Gty 

Mexico  is  expected  to  see 
this  month  a   series  of  new 
equity  issues,  stalled  since 
the  Asian  crisis  of  1997,  with 
an  offering  of  up  to  $240m  by 
Grupo  Sanborn’s,  the  .retail 
chain  formed  by  Carlos  Slim, 
the  billionaire  magnate. 
The  initial  public  offering 

would  mark  the  first  equity 
issue  In  Mexico  since  Decem- 

ber 1997.  Analysts  say  it 
would  reinforce  the  view 

that  the  country’s  buoyant 
stock  market  -   which  briefly 
touched  record  highs  yester- 

day -   has  overcome  18 
months  of  global  financial 
turmoil. 

“We  are  looking  at  a   very 
attractive  environment  and 

I'm  sure  lots  of  companies 
will  want  to  take  advantage 

before  this  window  doses,” 
said  the  head  of  an  interna- 

tional research  firm  in 
Mexico. 

Leading  the  pack  is  Grupo 

Sanborn’s,  a   retailer  whose 

flagship  restaurant  chain 
includes  a   century-old  venue 
in  downtown  Mexico  City 
that  is  legendary. 

In  1914,  the  revolutionary 
forces  of  General  Emiliano 

Zapata,  bearing  handollers 
and  sombreros,  stopped 

there  for  coffee  after  taking 
the  capital  Last  month, 
another  peasant  miUtia,  the 

ski-masked  Zapatista  rebels 
from  south-eastern  Chiapas 
state,  posed  for  photos  there 

during  a   nationwide  referen- dum on  their  struggle. 

Javier  Larraza  of  Grupo 

Carso,  the  parent  company 
of  Mr  Slim's  web  of  telecom- 

munications, retail,  fin^ptrial services  and  industrial  inter- 

ests, said  the  Sanborn’s  issue 
would  raise  $206m-$240m, 
which  would  go  towards 

expansion  of  the  restaurant 
chain  outside  Mexico  City 

and  paying  down  a   $400m debt. 
The  company  was  being 

floated,  at  an  estimated  value 
of  around  $i5bn,  which  ana- 

lysts said  was  a   high  level 
that  would  attract  other 
issuers  to  market.  It  had 
sought  to  launch  an  IPO  in 
1997,  but  was  put  off  by  the 
Asian  crisis. 

Other  possible  issues 
include  a   package  of  airports 
in  south-eastern  Mexico  that 
encompasses  the  popular 
tourist  hub  of  Cancun.  It  is 
controlled  by  Copenhagen 
Airports  of  Denmark,  and 

Coffee  breaic  a   Zapatista  rebel  drops  in  at  Sanborn’s 
Reuters 

analysts  said  it  could  make an  attractive  retailing  and 
tourism  stock. 

The  Mexican  partner,  how- 
ever, is  Grupo  Tribasa,  the 

construction  company  which 
last  month  missed  a   $26m 

payment  on  a   eurobond. According  to  a   spokesman 
for  the  Mexican  stock 

exchange,  there  is  also  a 

“preliminary  list"  of  18  com- 
panies registered  to  launch an  eventual  share  offering. 

Compaq  upbeat  despite  earnings  setback 
By  Louise  Kehoe 
in  San  Francisco 

Compaq .   Computer  is 

jumping  on.  the  “e-business” bandwagon  as  the  personal 
computer  maker  transforms 
itself  into  a   broad-line  infor- 

mation systems  and  services 
company  following  last 

year’s  acquisition  of  Digital 
Equipment. . 

Just  a   day  after  Compaq's shares. plunged  22  per  cent 

fotiovtfng  an.  unexpected  ' 

profit  warning  Mr  Pfeiffer- 
insisted  that  the  first-quarter 
eamtngg  setback  would  have 

no  Impact  on  the  company's 

plans.  .   .   '.  . Compaq  will  combine  the 
resources  of  Digital,  which 

include  high-power  servers, 
software  and  services,  with 

its  own  products  and  tech- 
nologies to  become  the 

leader  In  internet  computing 

by  2000,  Mr  Pfeiffer  said. 
Although  this  represents  a 

new  initiative  for  Compaq, 

the  company  is  trailing  its 

largest  competitors  -   Inter- national Business  Machines 

and  Hewlett-Packard  -   both 
of  which  have  established 
themselves  as  leading  suppli- 

ers to  businesses  creating 
internet-based  business 

operations. However.  Mr  Pfeiffer  said 
the  ebusiness  initiative  was 

“central  to  Compaq’s  goal  to 
be  the  internet  computing 
leader”.  The  ability  folly  to 

leverage  the'internet  repre- 

sented -one  of  the  most 

important  challenges  for 
information  technology  and 

business  in  general  he  said. 

;   Compaq's  shares  were 
trading  at  $24ft  in  mid-ses- sion yesterday,  unchanged 

from  Monday's  dose,  follow- 

ing Mr  Pfeiffer’s  presenta- 
tion. 

Several  Wall  Street  ana- 
lysts and  other  computer 

industry  executives  rejected 

Compaq’s  assertion,  an  Mon- 

day, that  Its  first-quarter 

problems  reflected  an 
“industry-wide”  price  war 

and  softening  demand  in  the 
US  business  PC  market 
In  a   direct  response  to 

Compaq's  statement,  HP 
said  its  personal  computer 
sales  were  “healthy,  growing 

and  profitable*.  Lew  Platt, 
chairman  and  chief  execu- 

tive, said  the  PC  business 
would  remain  healthy  for 

several  years,  generating 
tens  of  billions  of  dollars  in 
revenues  for  HP  and  others. 

NEWS  DIGEST 
COSMETICS 

Avon  predicts  50%  rise  in first-quarter  profits 
Avon  Products,  which  sells  cosmetics  through  a   network 

of  almost  3m  women,  has  found  a   silver  lining  in  the  eco- 
nomic clouds  hanging  over  Brazil  its  shares  rose  Sift  to 

$53  -   twice  the  level  at  which  they  traded  six  months  ago 
-   on  news  yesterday  that  it  expected  a   50  per  cent  jump 
In  fust-quarter  operating  profits  from  Brazil 

Avon  said  Brazil's  economic  crisis  had  helped  it  recruit 
more  women  to  sed  its  products.  Avon's  unit  sales  in  Bra- 

zil rose  by  an  estimated-30  per  cent  in  the  first  three 
months  of  the  year  as  It  kept  price  rises  below  inflation. 

It  advised  shareholders  yesterday  that  group  earnings  for 

the  first  quarter  would  be  between  27  cents  and  29  cents 
-   compared  with  Wall  Street  expectations  of  24  cents  and 

last  year’s  figure  of  20  cents  before  one-off  chargee. 
Andrew  Edgectiffe-Johnson,  New  York 

MANUFACTURING 

AlliedSignal  eyes  purchases 
Larry  Bossidy,  chairman  of  AMIedSIgnaJ,  the  diversified 
manufacturing  company,  said  yesterday  the  group  was 

“actively  evaluating”  potential  acquisitions  in  areas  such  as 

speciality  chemicals,  electronic  materials  and  aerospace- 
related  services.  He  added  he  was  hopeful  of  finalising  one 

or  two  deals  by  the  end  of  the  year  -   although,  after  the 
company’s  bitter  and  ultimately  unsuccessful  hostile  $10bn 
bid  battle  for  AMP  last  year,  he  stressed  any  transaction 

would  probably  be  on  an  agreed  basis. 
Mr  Bosskfy  also  reconfirmed  the  company  was  giving 

“serious  consideration”  to  the  much-mooted  sales  of 
assets  within  its  automotive  and  transportation  products 

division,  although  he  continued  to  suggest  any  action  was 

likely  to  take  place  in  the  latter  half  of  1999. 
The  chairman's  comments  came  as  the  company 

reported  a   12  per  cent  Increase  in  after-tax  profits  to 
$335m  in  the  first  quarter,  with  earnings  per  share  rising 

13  per  cent,  to  59  cents.  Sales  were  down  1   per  cent,  at 
$3.6bn,  but  this  largely  reflected  disposals,  with  undertying 
revenues  rising  4   per  cent  Nikki  Tail,  Chicago 

COPPER 

Phelps  Dodge  profits  plunge 
The  lowest  copper  prices  this  century  -   when  adjusted  for 
inflation  -   caused  Phelps  Dodge,  one  of  the  biggest  cop- 

per producers  world- wide,  to  barely  break  even  in  the  first 
three  months  of  1999.  And  the  US  company  warned  that, 
unless  there  were  further  production  cuts  by  the  industry, 

the  depressed  prices  would  probably  continue  for  “several 

more  quarters”. 

Under  the  circumstances,  the  company  described  its 

$500,000  profit  (after  tax  but  before  the  effect  of  account- 

ing changes)  as  “satisfactory”.  This  compared  with  a 
$163 ,7m  profit  in  the  first  quarter  of  1998,  and  translated 
into  earnings  per  share  of  1   cent,  against  $2.79  a   year  ear- 

lier. included  in  the  result  was  a   $6.9m  currency  exchange 
loss  related  to  the  devaluation  of  the  Brazilian  Real 

although  this  was  offset  by  an  asset  sale  gain  by  a   Philip- 

pine affiliate. 
The  result  was  better  than  the  market  had  feared.  Its 

shares  rose  $116  to  $51%.  Nikki  Tart 

SCP  to  delay 

bond  repayment 
By  Kan  Wain  in  Buaoos  Abes 

Argentine  industrial  holding 

company  Sodedad  Comer: 

dal  del  Plata  (SCP)  was  yes- 
terday forced  to  delay  a 

$2Sin  bond  repayment,  blam- 
ing the  financial  crisis  in 

emerging  markets  and  con- 
sequent credit  squeeze  fee- 

ing focal  corporations. 

.   Fitch -1BCA,  the  credit  rat- 
ing agency,  immediately  cut 

its  rating  on  $400m  of  SCP 
debt  from  BBB  to  CCC. 
which  implies  the  possibility 
of  non-payment 

Several  big  Argentine  com- 
panies which  borrowed 

heavily  during  1997  and  1998 

for  aggressive  expansion  pro- 

grammes have  faced  mount- 
jpg  difficulties  in  refinancing 
their  debts,  combined  with 
lower  sales  due  to  the  sharp 

domestic  downturn. 

SCP,  which  at  . the  aid  of 
last  year  registered  debts  of 

$780m  and  a   net  worth  of 

$435m,  has  been  rapidly  sell- 

ing off  assets  to  reduce  debt 

The  company,  with  Inter- 
ests in  energy,  petrochemi- 
cals and  the  entertainment 

sector,  has  been  hard  hit  by 

the  fell  in  oil  prices.:  Its 

entertainment  arm  has  also 

felled  to  provide  cash  flow  as 

expected. 
“This  is  a   purely  transi- 

tory problem  erf  liquidity," 
said  SCP  yesterday.  “Bor- rowing has  became  very  (Sf- 
dealt  with  the  current  state 
of  the  markets,  but  this  is 

still  a   company  with  signifi- 
cant assets  and  the  opportu- 

nity of  going  forward.  ” SCP  shares  were  down 
more  than.  12  per  cent  at 
$0573  in  afternoon,  trading. 

SCP  has  contracted  Mer- 
chant Bankers  Asociados, 

said  SCP  president  Santiago 

Scddati,  to  act  as  financial 
adviser  to  resolve  the  repay- 

ment problems,  which  it 
hopes  to  do  by  the  end  of 

May.' 

Argentine  companies’  total short-term  borrowings 

through  bond  issuance  rose 

231  per  cent  last  year  to 
$3.6bn,  according  to  a   recent 

study  by  private  think-tank 
Fundaddn  Capital  However, 
in  the  first  quarter  of  this 

year,  borrowers  have  faced  a 
severe  .   credit  shortage, 
higher  interest  rates,  and  a 
“arowdtogowt”  by  the  public 
sector  as .   the  state  has 
sought  to  cover  its  financing 

Cisco  buys 

GeoTel  in 

$2bn  deal 
By  Roger  Taylor in  San  Francisco 

Cisco  Systems,  the  computer 

networking  company,  is  buy- 
ing Geotel  Communications, 

the  maker  of  call-centre  soft- 
ware, for  S2hn  in  stock. 

The  deal  is  part  of  a   trend 

among  makers  Of  wwimimi- cations  equipment  to  move 
Into  the  communications 
software  business. 

It  is  Cisco’s  first  move  into 

the  $3bn  market  for  call-cen- tre software  but  follows  the 

acquisition  of  a   number  of 
companies  with  expertise  in 
software  applications  for 
communications  networks 
including  Precept,  Celsius 
pnfl  summa  Four. 

Cisco  and  its  leading  com- 

petitors, Lucent  Technolo- 
gies and  Nortel  Networks, 

have  all  targeted  the  market 

for  software  to  manage  uni- 
fied networks  which  can 

handle  voice  and  internet 

comxnnnlcatioDa. 

GeoTel  profits  nearly  tri- 

pled last  year  to  $9m  on  rev- enues of  $44xn.  Shares  in 
GeoTel  jumped  26  per  cent 
yesterday  to  $55%  while Cisco  stock  dropped  2   per 

cent  to  $115%. 
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Polly  Peck  International  (Finance)  N.V. ■9  ^staDfished  at  Curafao 

(Netherlands  Antilles) 

Notice  of  General  Meeting  of  Shareho
lders 

Tobeheidon 

~"v-  ** 
ITfompany^overthe  financial  yaare1996and199/.  _

   .. 

Notice  of  Meeting  of holders  of 

r/.%  Guaranteed  Redte^We_ 

Convertible  Preference  Shares  199
4/2005 

1b  be  h*  on 

ffichard  J.  Beaitfjnz/n, 
others  the  approval  delegation  tafhe.Commfttee  of  Preference 

Cumcao,  April  14, 1999 

MALAYSIA 

US$650000,000 
Hoatfrig  rate  notes 
due  2005 

In  accordance  with  the 

pravtdons  of  the  notes,  iwka  Is 
hertby  ̂ ven  that  for  the  six  . 

momfoi  tocarasc  period  from  14 

AprJ  1999  to  14  October  1999 
the  nbnsSrif  cany  an  (rarer 

ran  of  525% peranum, 

fmoeapyabfe  on  14  October 
1999  Wl  amount  id  USS2MH8 

pwUSSHWOOitottand 
Ufi$6j£?U88perUSS2SaOOO 

Gfobd/flSiepnd  Tnia  Savices, .Oribaric.KLA,  tendon  . 

« Ap*  I9991  .. 
^CMBANCGtj 

This  announcement  appears  as  a   matter  ofreconj  only. 

March.  1999 

North 
West 
Water 

a   UnBed  OtSities  company 

North  West  Water  Finance  PLC 

EURO  500,000,000 

4.875%  Notes  due  2009 
guaranteed  by          

North  West  Water  Urnited 

issued  pursuant  to  the 

United  Utilities  PLC,  NORWEB  PLC  and  North  West  Water  Finance  PLC 

U.S.  $2,000,000,000 

Euro  Medium  Term  Note  Programme 

Joint  Lead  Managers 

ABN  AMRO 

Co-Lead  Managers 

Banque  Nationale  de  Paris  S.A. 

Credit  Suisse  First  Boston 

ING  Barfngs/BBL 

j.P.  Morgan  Securities  Ltd. 

Barclays  Capital 

Deutsche  Bank 

Warburg  Dillon  Read 

Co-Managers 

Dresdner  Kleinwort  Benson  Greenwich  NatWest 

HypoVereinsbank  Salomon  5mith  Barney 

Tokyo-Mitsubishi  International  pic 

ABNAMR0 J.R  Morgan 
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COMPANIES  &   FINANCE:  ASIA-PACIFIC 

TELECOMMUNICATIONS  GOVERNMENT  PROVISION  MAY  FAVOUR  RIVAL  NTT  IN  FIGHT  FOR  CONTROL  OF  JAPANESE  CARRIER  
 

New  rule  threatens  C&W  stake  in  IDC 
Bjr  Mchfyo  Matemoto  bi  Tokyo

 

Cable  and  Wireless,  the  UK 
telecommunications  group 

fighting  a   battle  over  IDC, 

could  lose  its  17.7  per  cent 

stake  in  the  Japanese  inter- 
national telecoms  carrier 

due  to  a   “squeeze-out"  provi- 

sion being  added  to  Japan's new  commercial  code  that 
takes  effect  later  this 

year. C&W  is  competing  with 

NTT,  Japan's  dominant 
domestic  carrier,  to  take  con- 

trol of  IDC,  in  which  C&W 
was  a   founding  shareholder. 

The  UK  group  has  said  it  has 
no  intention  of  relinquishing 

its  stake  in  IDC,  which  it  has 
held  for  nearly  2   decades. 
Under  a   basic  agreement 

signed  by  the  founding 
shareholders,  including 

Toyota,  the  car  company, 
and  Itochu,  the  trading  com- 

pany, the  UK  company  has  a 
right  of  first  refusal  which 
allows  it  to  match  any  other 

offer  by  a   non-shareholder, 
such  as  NTT. 
C&W  has  indicated  it 

could  raise  its  offer,  of 
Y62.4bn  ($5 19m)  in  cash,  to 
mfltnh  that  of  NlT  s,  which 

is  believed  to  be  worth 

Y63hn. 
NTT.  meanwhile,  has  indi- 

cated it  has  no  intention  of 

raising  Its  offer. 

Furthermore.  C&W's intention  to  hold  on  to  its 
stake  makes  it  difficult  for 
NTT  to  acquire  IDC.  Under 
new  rules  that  come  into 
effect  with  the  restructuring 
of  the  former  public  utility. 

NTT's  international  and 
long-distance  arm  would 
have  to  acquire  100  per  cent 

of  IDC. But  a   provision  allowing 

majority  shareholders  to 

“squeeze  out"  minority 
shareholders  could  mean 
C&W  will  eventually  be 

forced  to  relinquish  its  stake 
in  IDC, 
The  provision  requires  the 

agreement  of  two-thirds  of 
both  the  acquired  company 
and  the  acquiring  company. 

Since  Japan's  finance  minis- 
try will  still  own  more  than 

G6  per  cent  of  the  NTT  hold- 
ing company,  the  Japanese 

government  win  play  a   large 

part  in  preventing  C&W 
from  maintaining  its  stake 

in  IDC.  if  it  agrees  to  the 

squeeze-out 

It  has  also  emerged  that 
the  new  NTT  holding  com- 

pany, which  will  own  100  per cent  of  the  three  operating 

companies  into  which  NTT 
is  being  restructured,  could 

buy  into  IDC,  rather  than 
NTT's  international  and 

long-distance  arm. The  NTT  bolding  company 

Is  not  required  to  acquire  100 
per  cent  of  a   subsidiary, 
removing  the  need  for  NTT 
to  convince  C&W  to  sell  its 
stake  in  older  to  acquire  100 

per  cent  of  IDC. 
As  long  as  NTT  can  con- 

vince IDC’s  other  major 

shareholders  to  ignore  the 

basic  agreement  and  sell 
their  stakes  to  it  it  can  take 
control  of  IDC  without 
C&W’s  approval. 
NTT  Is  expected  to  pay  for 

any  IDC  shares  it  acquires through  a   share  swap, 

according  to  sources  dose  to 
the  company. 

It  is  not  certain  that  IDCs 
other  shareholders  will 

agree  to  honour  the  basic 

agreement. 
Japanese  sources  have indicated  that  members  of 

the  IDC  management  prefer 
to  sell  to  NTT. 

Japanese  banking  crisis  refuses  to  go  away 
Second  stage  could  be  starting,  writes  Naoko  Nakamae 

The  injection  of  Y7,450bo 
(S62bn)  of  public  funds 

into  15  of  Japan's  lead- 
ing banks  last  month  seemed 

to  signal  that  the  first  stage 

of  the  country's  banking  cri- 
sis was  over. 

But  the  failure  of  Koku- 
min  Bank,  a   second-tier 
regional  bank,  earlier  this 
week  could  be  a   sign  that 
the  second  stage  has  begun. 
The  day  after  Kokumin 

was  put  under  the  control  of 
government-appointed 
administrators  with  a   capital 
deficit  of  YTl^bn,  Kofuku 

Bank,  a   second-tier  regional 
hank  based  in  Osaka,  admit- 

ted that  its  capital  adequacy 
ratio  had  fallen  below  4   per 
cent  -   the  mi  aim  am 
required  by  the  Financial 
Supervisory  Agency,  the 
hanking  regulator. 

And  yesterday,  two  of 

Kokumin’s  non-bank  finan- 
cial affiliates  filed  for  bank- 

ruptcy with  total  debts  of 
Y25bn.  Kokugin  Lease  and 
Kokugin  Mortgage  Service 
decided  they  would  be 
unable  to  continue  doing 
business  without  the  support 

of  their  de  facto  parent  com- 

pany, Kokumin,  according  to 
Teikoku  Databank,  a   credit 
research  company. 
Such  failures  underscore 

fears  that  other  regional 
banks  and  their  affiliates 
could  suffer  a   similar  fate,  as 
the  FSA  shifts  the  focus  of 

its  attention  from  the  lead- 
ing city  banks  to  the 

regional  banks. 
The  FSA  is  currently  con- 

cluding an  investigation  into 
the  financial  health  of  the 

country's  regional  banks. 
Revelations  from  its  initial 

inspection  of  the  country's 
city  banks  last  year  led  to 

the  nationalisation  of  Nip- 
pon Credit  Bank  and 

Long-Term  Credit  Bank,  two 
ailing  companies. 
And  although  the  shares 

of  the  leading  banks  have 
shot  up  since  the  capital 
injection,  analysts  believe 
their  problems  are  not  over 

yet. 

Even  Hakuo  Yanagisawa, 

the  financial  reform  minis- 
ter, admitted  last  month  that 

he  “did  not  think  that  reha- 

bilitation [of  the  sec- 
tor] .   .   .   had  been 

accomplished”. 

FOr  example,  problems  in 
the  regional  banking  sector 
will  add  to  the  difficulties 

city  hanks  are  experiencing 
in  their  attempt  to  sell  off 
their  bad  loans,  as  property 

prices  collapse  In  Japan. 
And  the  market  is  likely  to 

be  bit  by  further  oversupply, 
as  the  authorities  pressurise 
the  regional  banks  into 
cleaning  up  their  books  and 
disposing  of  their  bad  loans 

as  well. But  other  analysts  say  the 

problems  in  the  regional 
Hacking  sector  will  also  pro- 

vide a   strategic  opportunity 
for  some  of  the  leading 

banks. 
“The  real  impact  will  be 

on  the  strategy  side,”  says 
James  Fiorillo.  banking  ana- 

lyst at  ING  Baring  Securities 

in  Tokyo.  “Hie  question  will 
be,  which  ones  will  decide  to 
become  the  retail  banking 

specialists  and  take  a 
hands-on  approach  to  the 
consolidation  that  is  taking 

place.” 

Meanwhile,  more  regional hank  failures  are  likely  to 

occur  as  the  industry 
becomes  polarised,  say 

Japanese  Regiooal  Banks  sector Indices  (rebased)  / 
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industry  insiders.  Some 
warn  that  while  there  are 

currently  more  than  120 
first-  and  second-tier 
regional  banks,  the  process 
of  realignment  could  bring 

the  number  down  to  47  -   the 
number  of  prefectures  in 

Japan. Other  analysts  say  that 

the  government  needs  to 

inject  public  hinds  into  the 

regional  banking  sector.  “It needs  to  do  this  quickly, 

[before  the  problem  loans  get 

any  bigger].  I   reckon  they might  need  to  pump  as  much 

as  Y3,000bn  into  these 

banks,”  says  Katsuhito  Sasa- 
jima,  banking  analyst  at 
Warburg  Dillon  Read  in Tokyo. 

GU  (**at  NanficLttL 

To  the 
shareholders 

The  Annual  General  Meeting 

of  the  Company  will  be  held  on 

Tuesday  27  April  1999  at  3   JO  p.m. 

at  the  Falkoncr  Centrct.  Falkoner  AJ1<*  9. 

DK-2000  Frederiksberg,  to  transact  the 

following  business: 

a)  Repair  on  the  Company's  acriviries 

b)  Presentation  of  the  annual  accounts  for  approval  and 

discharge  of  (he  Board  of  Directors  and  the  Executive 

Management  from  their  obligations 

c)  Resolution  for  the  distribution  of  the  net  profit  for  the 

year,  including  the  declaration  of  a   dividend  on  the 
shares  of  the  Company 

d)  Board  resolution  to  amend  Article  8   (1),  1*  sentence  of 

the  Articles  of  Association  (place  of  general  meetings) 

c)  Board  resolution  to  authorise  the  Board  of  Directors  to 

transfer  DKK  60,176.236  from  the  Company's  share 
premium  fund  to  free  reserves  (other  reserves) 

0   Resolution  that  the  Board  be  entitled  to  acquire  up  to 

10  per  cent  of  own  shares 

g)  Election  of  Board  members 

h)  Appointment  of  2   auditors  for  the  period  until  the  next 

annual  general  meeting 

According  to  Article  1 6   of  the  Articles  of  Assodarion,  the 

resolution  proposed  under  item  d)  on  che  agenda  can  be 

passed  only  insofar  as  at  lease  one  fourth  of  che  share  capital 

is  represented  at  the  Annual  General  Meeting  and  insofar  as 

che  resolution  is  carried  by  at  lean  two  thirds  bocb  of  the 

votes  can  and  of  che  voting  share  capita]  represented  at  che 
meeting. 

In  the  event  chat  the  required  amount  of  the  share  capital  is 

not  represented,  but  where  the  resolution  is  carried  by  the 

qualified  majority  of  votes  specified  above,  another  general 

meeting  shall  be  convened  within  che  subsequent  fourteen 

days,  at  which  meeting  the  resolution  will  be  passed  by  che 

qualified  majority  specified  above,  irrespective  of  the  amount 

of  the  voting  share  capital  represented  ac  die  meeting. 

From  Thursday  1 3   April  1999  the  agenda  and  the  frill  and 

complete  resolutions  to  be  proposed  at  the  Annual  General 

Meeting,  as  well  as  the  Annual  Accounts  and  consolidated  ac- 

counts. including  che  Auditors’  Report  and  the  Report  of  che 
Directors,  will  be  available  for  inspection  by  the  shareholders 

at  the  Company's  registered  office,  Kongcns  Nytorv  26,  third 

Boor,  1016  Copenhagen  K,  Denmark,  and  at  the  Company's 
offices  in  Great  Britain,  Great  Nordic  House.  204  Godsrone 

Road,  Caterham,  Surrey  and  ar  Unibank,  107  Cheapade, 

London  EC  2W  6 DA.  Not  later  chan  eight  days  prior  to  the 

Annual  General  Meeting,  the  above  material  will  also  be  sent 

to  every  shareholder  on  che  Company's  register  of  members 
at  such  addresses  as  die  shareholder*  have  supplied  to  the 
Company. 

Admission  cards  to  the  Annual  General  Meeting  will,  until 

five  days  prior  to  che  Meeting,  be  available  on  request  from 

the  Company*  office  from  Monday  to  Friday  between  the 

hours  of  10  a.m.  and  4   p.m.  to  any  shareholder  who  can 

prove  a   good  tide  to  his  shares.  The  ownership  of  shares  is- 

sued to  bearer  shall  be  proved  by  the  presentation  of  an  origi- 

nal statement  of  account  of  che  shareholder’s  bolding  of 
Company  shares,  dated  16  April  1999  and  issued  by  die 

shareholder's  account-holding  bank. 

Any  right  to  vote  shall  be  conditional  upon  che  voting  dure 

being  registered  in  the  name  of  the  shareholder  and  entered 

in  che  Company's  register  of  member*  and  upon  the  share- 
holder being  entitled  to  attend  the  meeting  pursuant  to  the 

above-mentioned  provisions.  Where  (be  shareholder  has  ac- 

quired shares  by  way  of  transfer,  the  share  shall  furthermore 

have  been  registered  in  the  name  of  die  shareholder  by  die 

date  when  the  Annual  General  Meeting  is  convened,  or  the 

shareholder  shall  have  submitted  notification  and  documen- 

tary proof  of  his  ride  to  such  shares  at  the  rime  of  the  notice 

convening  the  Annual  General  Meeting. 

Copenhagen.  12  April  1999 

The  Board  of  Director* 

TECHNOLOGY  HONG  KONG  DEAL  OPENS  WAY  TO  CHINA 

Yahoo!  signs  internet 
pact  with  SmarTone 
By  Louise  Lacas  hi  Hong  Kong 

SmarTone,  Hong  Kong's third  biggest  mobile  phone 

operator,  yesterday  signed  a 

pact  with  Yahool.  the  US- 
based  internet  portal  com- 

pany. to  help  expand  its 
internet  activities. 
SmarTone,  which  last 

week  raised  HR$3.02bn 

(US$389.7m)  through  the  sale 

of  a   20  per  cent  stake  to  Brit- 
ish Telecom,  is  a   late  entrant 

into  Hong  Kong's  competi- 
tive internet  market  Its  ser- 

vice. to  be  launched  this 
month,  will  compete  with 
around  130  internet  service 

providers,  three  of  which 
command  a   70  per  cent  mar- 

ket share. 
Analysts  said  the  alliance, 

under  which  YahooEs  Hong 
Kong  operations  will  provide 

content  for  SmarTone's internet  web  site  and 
develop  further  promotional 

programmes,  would  enhance 
the  US  company's  global 
standing,  especially  in 

greater  China.  Yahool  will 

provide  information  directo- 

ries for  users  of  SmarTone's “iSmart”  web  site. 

Yahoo!  took  an  early  lead 
among  internet  companies 

in  developing  Chinese  lan- 
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Share  price  (HK^  .   .   - 

30   __1_       i_- 

Sep  1998 

99  .Apr 

guage  content  and  is 
believed  to  have  the  third 

most  popular  internet  site  in 
China.  The  most  frequently 
visited  Chinese  language 

website  belongs  to  Hong- 
kong Telecom,  which  has 

more  than  half  of  the  Hong 

Kong  market 
Tim  Storey,  telecoms  ana- 

lyst at  Goldman  Sachs  in 

Hong  Kong,  said  the  Smar- 
Tone pact  could  be  a   step- 

ping stone  in  Yahoof’s  plans 
to  expand  its  Chinese  lan- 

guage service. For  SmarTone,  the  inter- 
net service  will  provide  a 

further  incentive  for  its  esti- 

mated 500,000  mobile  phone 
subscribers.  Other  Hong 

Kong  telecoms  companies 
are  already  offering  bundled 

internet  and  telecoms  ser- 

vices, offering  low-cost  inter- net connections  to  keep 

existing  customers  and 
attract  new  ones.  Hong  Kong 

already  has  an  estimated 
700,000  internet  subscribers. 

Hubert  Ng,  chief  executive 
officer  of  SmarTone,  said  the 
service  would  initially  be 

launched  to  existing  sub- 
scribers to  provide  greater 

value  to  its  mobile  network. 
“iSmart  is  our  latest  product 
to  serve  the  growing  demand 
for  internet  services  from 

our  customers.”  he  said. 
SmarTone's  share  price 

yesterday  rose  3.5  per  cent  to 
HKS25.10  on  the  deal,  while 
other  telecom  and  internet 
related  stocks  also  rallied. 

Wharf,  a   conglomerate  that 
recently  unveiled  its  internet 

plans,  has  also  seen  its  share 
price  gain  in  recent  weeks. 
However,  the  valuations 

fall  far  short  of  US  levels:  Mr 

Storey  has  calculated  that 
the  market  capitalisation  of 
Wall  Street's  five  biggest 
internet  stocks  almost 
matched  that  of  the  entire 

Hong  Kong  stock  market. 

Itochu  warns  of  loss 
and  steps  up  revamp 
By  Mcfilyq  Mafcamoto  in  Tokyo 

Itochu,  one  of  Japan's leading  trading  companies, 
yesterday  warned  that  it 
would  post  a   net  loss  in  the 
year  to  March  and  unveiled 

plans  to  step  up  Its  restruct- 
uring efforts  by  Anther  dis- 

posal of  non-performing 

assets,  reducing  interest- 
bearing  debt. 

Itochu  said  it  would  pass 
its  dividend  for  the  first  time 
in  46  years  and  step  up  asset 

disposals  to  ensure  higher 

profitability. 
It  expects  to  report  a   con- 

solidated net  loss  of  Y34bn 

(3283m)  rather  than  a   net 

Income  of  Y2bn  as  previ- 
ously forecast  due  to 

extraordinary  losses  related 
to  the  poor  performances  of 
domestic  and  south-east 
Asian  subsidiaries. 

(koup  sales  are  forecast  to 

fall  8   per  cent  to  Y13,300bn 

rather  than  YM^OObn  as  pre- 

viously forecast. 
The  company  will  suffer 

total  extraordinary  losses  of 
Y106bn  of  which  Y5lbn  is 

due  to  the  disposal  of  poorly 

performing  assets,  including 
real  estate  inventory,  special 

tokkin  and  trust  fond  invest- 
ments, Y23bn  due  to  losses 

on  securities  and  YlBbn  on 

loan  loss-reserves  for  over- 
seas claims. 

The  majority  of  its 
reserves  are  related  to  loans 
and  receivables  in  Indonesia. 

The  company  aims  to  post 

a   group  net  profit  of  Y40bn 
in  the  year  to  March  2001.  a 
return  on  assets  of  0.6  per 
cent  and  a   return  on  equity 

of  10  per  cent  by  that  time. "We  are  going  to  go 

through  every  business  and 

decide  to  get  out  or  get  rid  of 

[those  which  are  not  per- 

forming sufficiently  well]," 
said  Jay  W.  Chat  executive 
vice  president 
The  latest  restructuring 

programme  follows  an  ear- 
lier plan  announced  in  1997 

to  dispose  of  underperform- 
ing assets  and  achieve  net 

income  of  Y20bn  in  the  year 
to  March  200L 

It  comes  on  the  heels  of  a 

downgrading  by  Moody's 

this  February  from  Baa2  to 
Bal  due  to  the  continued 

deterioration  in  Itochu’s 
operating  and  financing environment. 

In  particular,  Moody's 
noted  that  Itochu's  1997 restructuring  plan  did  not  go 

far  enough  in  addressing  the 

group's  non-  and  low-per- forming assets  funded  by 

high  interest-bearing  debts. 
Itochu's  new  restructuring 

plan  alms  to  reduce  Interest- 
bearing  debt  from  Y5,250bn 
at  the  end  of  last  March  to 
Y3,900bn  in  the  year  to 
March  2001.  Group  assets 
will  be  reduced  from 
Y7,530bn  to  YBJSOObn. •   Another  trading  company. 

Mitsubishi,  said  it  would 

post  Y10.92bn  in  appraisal losses  on  Its  stockholdings 
and  a   Y&fibn  loss  on  the  sale 
of  Its  shares  in  a   Canadian 
affiliate. 
However,  the  losses  will 

not  alter  its  forecast  group 
net  profits  of  Y34bn  for  the 
year  to-  March,  compared 
with  Y55£5bn  in  net  profits 
in  the  previous  year. 

I 

Satyam 
soars  on 
software 

exports 
By  Krishna  Gtdre  in  Bombay 

Satyam  Computer  Services, 

one  of  the  stars  of  India's booming  software  services 
industry,  has  announced  an 

88  per  cent  jump  in  net  prof- 
its for  the  year  to  March  31 to  Rs728m  ($17m). 

Revenues  doubled  from 
Rsl.9bn  to  Rs3.8bn.  All 

except  Rsl5m  came  from 
software  exports,  mainly  to 

the  US.  "We  have  exceeded 
our  expectations  at  the  start 

of  the  year,”  said  B.  Ramal- 

inga  Raju,  chairman . 

But  he  warned  that  the 

growth  rate  would  slow  as 
the  company  grew  in  size. “Four  or  five  years  ago  we 

were  growing  at  more  than 

200  per  cent,”  he  said.  "We expect  to  be  able  to  grow  sig- 
nificantly in  the  future,  but 

it  will  be  less  in  terms  of 

percentages.  We  would  be 
more  than  happy  to  achieve 

60  per  cent  plus  growth.” Operating  expenses 
increased  from  Rsl.lbn  to 
Rs2  ahn  on  higher  staff  costs 

and  a   sharp  rise  in  market- 

ing spend. Mr  Raju  confirmed  that 

Satyam's  81  per  cent  owned subsidiary  Satyam  Infoway, 

one  of  India's  new  private 
sector  Internet  service  pro- 

viders;- is-  considering  an 

issue,  of  American  Deposi- 
tary Receipts  to  help  fund  its 

expansion  plans.  The  com- pany has  received  approval 

from  India's  Foreign  Invest- 
ment Promotion  Board. 

Satyam's  other  three  spe- cialist subsidiaries.  Satyam 

Enterprise  Solutions,  an 

enterprise  resource  planning 
(ERP)  provider,  Satyam Renaissance  Consulting,  a 

process  consulting  firm,  and 
Satyam  Spark  Solutions,  a 

product  development  com- 
pany. will  be  merged  into 

the  parent  with  effect  from 
the  start  of  this  financial 

year. 

Mr  Raju  expects  the 

merged  entity  to  record  reve- nues of  Rs6.5bn  this  year,  up 

from  Rs4.2bn  combined  reve- 

nues last  year.  “Our  empha- sis is  very  dearly  shifting 

from  projects  to  progres- 
sively being  a   one  stop  solu- 

tions provider  to  companies 

all  over  the  world,”  said  Mr 
Raju.  “We  expect  product 
revenues  to  begin  to  make 

significant  contributions.” Satyam's  results  were  in 

line  with  analysts'  expecta- 
tions, but  the  shares  -   which 

have  fallen  heavily  in  recent 
days  after  a   month  of 
fevered  buying  -   dropped 
Rs37.5  to  close  at  Rsl336. 
Other  software  stocks  also 

fell. 

NEWS  DIGEST 
KOREA 

S&P  cuts  credit  rating  for 

debt-hit  Daewoo  Corp 

Standard  &   Poor's,  the  US  rating  agency^
^rday 

the  corporate  credit  rating  of  
Da^voo  Corporatfon,  the  ~ 

mother  company  of  South  
Korea's  second  forgestcort- 

glomerate,  to  B-  from  B.  .   

The  lower  rating  means  Daewoo  will  have  ̂  overseas  borrowing  as  it  struggles  V   - 

which  S&P  estreated  more  than  doubl
ed  to  Sloop  last  . 

year  from  $8bn  in  1997.  S&P  saW  the  to^retir
^  ,   -   : 

reflected  the  fact  foaL“Daawoo  faces  h
eartened  fowoal 

rides  from  its  swelling  debt  burden  
.   It  warned  the  rating  A . 

could  be  towered  If  the  Daewoo  group  
cannot  come  up 

with  a   dear  strategy  for  turning  or 
 shading  its  underper- 

forming units,  dealing  with  debt  matunbe
s  throughotA  lte 

group,  and  reducing  borrowings  
to  a   manageable  level  _ 

”   Daewoo  borrowed  heavily  In  the  domestic  b
ond  mattet 

last  year  as  its  cash  flow  weakened  
due  to  Korea  s   finar*-. 

cial  crisis  and  poor  economic  condition
s  in  other  emerging 

markets  where  it  is  concentrating  its  
overseas  * 

Despite  its  financial  problems,  
Daewoo  had  increased 

Its  exposure  to  the  competitive  and  cha
llenging  auto  busi- 

ness”, including  its  acquisition  of  Ssangyong 
 Motors  aid 

proposed  takeover  of  Samsung  Motors,
  the  agency  said, John  Breton,  Seoul 

AVIATION 

PAL  revival  plan  gains  time 
Philippine  Airlines,  the  stricken  national  flag 

 carrier,  looks 

set  to  gain  a   little  more  time  to  seek  support  for
  its  revival 

plan  from  creditors  and  potential  Investors.  
The  Securities 

and  Exchange  Commission,  the  market  regulator, 
 indicated 

yesterday  it  would  extend  an  April  15  dead
line  for  its  ruing 

on  the  plan  to  the  end  of  the  month  or  the 
 first  week  in  • 

May.  The  move  came  as  other  creditors,  including  Boe
ing, 

and  tiw  International  Air  Transport  Association,  the  indu
s- 

try’s umbrella  body,  rejected  the  revival  plan  which  calls 

for  a   restructuring  of  PAL's  $2bn  debt  burden  and  t
he 

infusion  of  $200m  of  new  capital. 

Further  muddying  the  outlook  for  the  revival  plan  ebb 

tensions  between  Luck)  Tan.  the  FHipino-Chinese  tycoon 

who  is  the  majority  shareholder  in  PAL,  and  the  airline's new  management  recruited  from  Cathay  Pacific,  the  Hong  _ 
Kong-based  carrier. 

Perfecto  Yasay.  the  SEC  chairman,  said  yesterday  the 

extension  would  allow  PAL  receivers  more  time  to  seek 

foe  capital  injection.  Under  the  revival  plan,  PAL  must 

receive  the  $200m  capital  injection  by  June  4.  Government 

officials  say  Mr  Tan  has  agreed  to  provide  the  money  if  no 

other  investor  can  be  found. 

Mr  Yasay  also  said  the  SEC  would  talk  with  creditors 

opposing  the  revival  plan  later  this  week.  These  include 

Boeing,  which  rejected  the  plan  over  a   dispute  over  PAL's refusal  to  recognise  its  claims  worth  $127m  related  to  a 
1996  order  for  seven  Boeing  747-400s  as  part  of  an 

over-ambitious  fleet  expansion  programme.  PAL  says  it 
had  cancelled  the  order.  Tony  Tassefl,  Manila 

JAPAN 

Fujisawa  sets  high  targets 
Fujisawa  yesterday  unveiled  a   seven-year  pian^almed  at. 
allowing  the  Japanese  drugs  group  to  compete  globally  .in 

selected  therapeutic  areas.  The  company,  which  recently 

announced  Dr  Hatsuo  Aoki  would  become  chief  executive 

in  June,  set  a   goal  of  net  income  of  Y40bn  ($3 33m)  on 

sales  of  Y400bn  by  2005.  In  the  year  to  March  31  the 

company  expects  net  profits  of  Y18bn,  compared  with  a 
loss  of  Y36.8bn.  on  sales  of  Y201bn,  down  6.5  per  cent 

By  20Q5,  revenues  would  be  split  equally  between 
domestic  and  International  operations,  the  group  said.  In 

the  year  to  March  1998,  overseas  sales  accounted  for  30 

per  cent  of  turnover.  The  group  also  set  a   target  of  return 

on  equity  of  10  per  cart.  It  said  It  would  invest  Y350bn 
over  the  next  seven  years  on  research  and  development 

equivalent  to  about  16  per  cent  of  sales.  That  compared 
with  14.7  per  cent  invested  in  the  12  months  to  March 
1998.  Paul  Abrahams,  Tokyo 

Kumagai  Gumi  profits  warning 
Kumagai  Gumi,  the  Japanese  contractor,  yesterday  issued 
a   profits  warning,  underscoring  the  severe  conditions  in 
the  domestic  construction  sector.  The  company  blamed 

the  drop  in  estimated  earnings  on  a   foil  in  private  sector 
capital  spending  in  the  second  half  of  the  year. 

Kumagai  Gumi  cut  its  estimate  of  non-consolidated  pre- 
tax profits  before  exceptional  from  Y8bn  to  Y7.4bn 

($62m)  for  the  year  ending  March  31, 1999.  The  company also  revised  down  net  profit  forecast  at  the  parent  level 
from  Y2bn  to  Y1.5bn,  against  a   loss  of  Y217bn  last  year. 
Meanwhile,  Kumagai  Gumi  raised  its  sales  forecast  at  the 
parent  level  from  Y890bn  to  YB97bn  against  1 ,010bn  last 
year.  The  company  said  it  would  skipthe  dividend  payment for  the  year  to  March.  Shares  in  the  group  dosed  up  7.5 
per  cent  or  Y9  to  Y129.  Alexandra  Nusbaum,  Tokyo 

Correction 
The  Financial  Times  April  1   article  “Mitsubishi  Electric 
teundies  shake-up"  incorrectly  stated  that  Mitsubishi  Elec- tric closed  its  German  semiconductor  plant.  In  fact  the 

company  dosed  only  one  part  of  the  facility's  operations. 

Creditanstalt  AG 

US$250,000,000 
Subordinated  collared  Boating 

rate  notes  due  2003 

Nodce  b   hereby  green  that  for 

the  Interest  period  M   April  1999 
to  Id  October  1 999  die  noon  wW 
carry  an  Interest  rate  of  5X  per 

annum.  Interest  payable  on  14 

October  (999  wriH  amount  to 

US5127D8  per  US$SjOOO  note 
and  US$2541.67  per  US$100000 

now. 
Giobri  Agency  and  Trust  Services. 

Chfiank.  MA_  London 

M   April  1999 cmrarar. 
i'o  Ad  vc  r   tiw 

Vo;ir  Lt"ui  Notices 

Plc.ise  contact 

Melanie  Miles  on 

Tel:  -M4  0171  S'T.R  3?V) 

l   ax:  -“44  0171  S75  5064 

Notice  of  Redenomination 
to  Bondholders  of 

BANQUE  NATIONALE  DE  PARIS 
FRF  1/250,000,000  Subordinated  Perpetual &«rofungiWe  fixed  to  Floating  Rate  Note ISIN  :   FR00001 09563 

issued  under  the  programme  for  flie  issuance  of  debt 
instruments 

A   sPedfi*d  h   ams 

A   to  the  Prtcif^  Stfplemert  dated  May  20. 1997. 
Redenomination  Date 

May  21. 1999. 
Bcnnw  inflation 
New  minimum  denomination  will  be  1   rent. 
Kafanoowntion  Method 

Client*  portion  wt l !   be  redenominated  in  book  -   ertry  form. There  will  be  no  physical  exchange  at  seojritlee. 

Redenomination  Bass *****  Note  shall  be  converted  into  euna  by 

toing  the  Fixed  Conwoslon  Rale  and  roundJne  the  Haro  to  the  imumi 

cent,  wtlh  0.005  euro  being  rounded  upvranfef  ̂    
*°  **  nearest Cash  r 

s- 

There  will  be  no  cash  conversation, facaeuillaiB^ 

gSaSB-S '"topridnga^jplemsit  shall  be  deemed 

ISIN  Code 

The  BIN  Code  of  the  redenominated  Notes  shall  be  FR000Q583536. 

Dated  April  14. 1999 
6am;ueNaionaledefarisfl.u>gn6oiaB}5JL As  Redmon  ilimiion  Agent 

v. 
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r“  ‘   _NOT  TAKE  ON  THE  ROLE  AFTER  HEART  PROBLEM  DIAGNOSED .         

Barclays  to  search  again  for  a   chief  executive 
Clay  Harris  and 

* 

Barclays  was  forced  to  seek 

day  for  the  second  time  in 
®ss  than  five  months.  The 131011361  O’Neill 

°ec*.  .   not  take  up  the position  after  being  diag- 
M   r   nosed  with  an  arrhythmic W   heartbeat. 

Until  a   successor  is  found 
Sir  Peter  Middleton,  chair^ 
man-designate,  wffl  continue 

as  acting  chief  executive,  a 
role  he  assumed  when  Mar- 

Mr  O'Neill,  a   former  Bank or  America  executive,  was  to have  received  E1.7m  (52,7m) 

If  salary  and  guaranteed 
oonns  in  his  first  year,  but 
now  he  win  get  no  compen- sation, Barclays  said. 

Still,  after  yesterday's  46p nse  in  the  share  price  to 
£19-19.  Mr  ONefll  is  showing 
3   £788,000  profit  on  the 

■ 

•   -'S-  .   " 
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shares  he  bought  in  Febru- 
ary with  f5m  of  his  own money. 

In  the  last  interregnum. 

Barclays  received  at  least 

four  approaches  from  poten- 
tial suitors,  some  of  which 

offered  their  managements 

as  a   dowry.  Sir  Pete:  said 
yesterday  Barclays  was,  if 

anything,  less  receptive  than 
before.  don’t  think  we  feel 
we  need  a   merger  to  fin  the 

chief  executive  post" The  hank  would  look 

again  at  its  original  shortlist 

of  candidates,  two  from  cut- 
side  the  UK  and  three  from 

the  UK,  including  -   some 
within  the  bank: 

“A  large  amount  of  basic 

winnowing  has  been1  done, 

so  the  process  shouldn’t  take 
long,”  Sir  Peter  said.  Where 
Mr  Taylor’s  departure,  had 

left  :   a   "big  bote'  in  the  sys- 

tem’’. Sir  Peter  said,  “it’s  dif- 
ferent now.  The  bank  is  visi- 

bly doing  weB." 

The  sodden  meant. 

however,  that  the  search  for 
a'  new  finance  director,  had 
been  frozen  again,  just  when 
it  had  been  narrowed  to  two 
or  three  candidates.  Oliver 

Stocken  has  again  agreed  to 

postpone  his  retirement 
Barclays  said  Mr  ONeQl, 

52,  had  been  diagnosed,  with 
a   “slightly  irregular  heart- 

beat” following  flu  last 
month,  well  after  taking  the 

bank’s  customary  medical 
examination  for  prospective 

executives.  But  the  mndiHrtp 

was  only  judged  to  be  suffi- 

ciently serious  after  he  suf- 
fered a   black-out  last  week. 

After  Mr  ONeffl’s  US  doc- tors advised  him  against 

moving  from  San  Francisco 
to  take  the  Job,  he  was  exam- 

ined again  on  Monday  in 
London  by  the  independent 

doctor  who  previously  exam- 
ined him  for  Barclays.  He 

also  concluded  Mr  O’Neill 
“shouldn’t  take  the  job  and 

we  shouldn't  offer  it  to  him", Sir  Peter  said. 

RJB  deal  with  National  Power 
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Contract  secures 
*   market  for  most  of 
Its  production  in 
next  few  years 
By  Thorokl  Barter 

RJB  Mining,  Britain's  largest 
coal  producer,  yesterday  dis- 

pelled some  of  the  uncer- 
..  tainty  over  its  future  Uy  sec- 

uring a   market  for  most  of 
its  production  in  the  next 

few  years. 
RJB,  which  had  already 

signed  contracts  for  Its  coal 
with  PowerGen  and  Eastern 

b   Group,  yesterday  clinched  a 
P   four  year  deal  with  National 
Power  worth  up  to  £800m 
«ST.29bn). 

Richard  Budge,  RJB  chief 
executive,  said  the  group- 
now  had  contracts  for  virtu- 

ally all  of  Us  25m  tonnes  of 

annual  production. 
He  did  not  rule  out  further 

pit  closures  -   Calverton  Col- 

•'liery  in  Nottinghamshire 
will  dose  this  week  with  the 

loss  of  200  jobs  -   but  said 

there  were  “no  immediate 

plans". 

if  RJB  shares,  which  have 
c   fallen  from  a   12-month  high 

of  167Hp  in  June,  rose  5p 
yesterday  to  67p. 
The  new  contract,  for  up 

to  28m  tonnes,  is  an  top  of 

the  three-year  deal  signed 
with  National  Power  in  April 

1998  to  buy  18m  tonnes  of 

coal.  The  combined  con- 
tracts could  be  worth  up  to 

Richard  Budga:  no  anmacflate  plant  ter  further  pk  donna 

£l-3bn.  About  65  per  cent  of 
the  volumes  from  the  new 

contract  are  believed  to  be 

committed.  The  remainder, 

especially  towards  the  end  of 

the  period  involve  options, 

making  the  period  after  2001 
less  certain. 

Mr  Budge  said:  “I  am pretty  confident  the  bulk  [of 

the  tonnages]  will  be  taken.” Marie  Burridge,  an  analyst 

at  Merrill  Lynth,  said:  “The 
deal  gives  RJB  security  and 

hreathing  room  for  a   couple 

of  years,  but  longer  term  it 
stm  laces  the  challenges  of 

Electra  Fleming 

executives  plan 
fund a 

By  Kaftarfne  Carapteg,  Growing 

Easiness  CorreSpomlent 

Executives  at  Electra 

Fleming,  managers  of 
Electra  Investment  Trust, 

the  venture  capitalist  fight- 
ing a   £l.Sbn  ($2_09bn)  hostile 

bid  from  larger  rival  Si,  are 

planning  an  independent 
existence,  whether  or  not 

the  trust  is  taken  over. 

1   Shareholders  vote  tomor- 
row on  ETTs  reconstruction 

proposals  —   a   buy-back  of  40 
per  cent  of  the  shares  and 
a   wind  up  over  five  years,  he 
Trust  needs  75  per  cent  of  the 

votes  cast  -•  a   target  ana- 

lysts think  it  will  Dot  meet 
Whatever  the  outcome, 

Electra  Fleming  executives 

afe  hoping  to  raise  a   £Ibn 

fond  to  Invest  to  “difficult” 
*   management  buy-outs  of 
£5Gm-£200m. 

plans  for  the  fund  were 

already  in  progress  when  3i 

made  its  initial  approach  in. 

January. : 

Electra  Fleming  currently 

“manages  £400m  of  funds 
beyond,  the  trust 

Brian  Laroombe,  3i  chief 
-executive,  said  recently  that 

?he  knew  '   at  least  some 

Much  of  the  argument 

between  the  two  sides  sur- 
rounds pay. 

Friendly  talks  broke  down, 
according  to  <8,  over  plans  to 

improve  managers’  Incen- tives, whereby  they  invest  in 

the  shares  of  portfolio  com- 

panies On  the  .yarog  favoura- 
ble terms  as  the  manage- 

ment buy-out  tern" 
A   report  by  Towers  Pterin, 

the  pay  consultants,  had 
concluded  Electra  had  fallen 

behind  competitors,  tt  now 

emerges,  and  the  proposal 
was  for  executives  to  be 
allowed  to  subscribe  for  8 

per  cent  of  the  trust’s  shares 
in  portfolio  :   companies, 

up  from  5   per  cent 

previously. 
However,  a   person  dose  to 

Electra  Fleming  said  it  was 

the  prospect  of  fees  on  the 
new  large  fund,  not  the 

improved  corinvestinent 

scheme,  which  was  “keeping 

the  team  together”. Even  if  Electra  Fleming 

executives  voted  with  their 

feet,  however,  they  would 
have  to  negotiate  with  3L 

“[Mr  Larcombe]  may  do 

his  damnedest.  But  it's 
about  culture.  Electra  Flem- 

ing acts  as  a   partnership  in 

every  way.  It  doesn't  want  to 

Electra  Fleming  managers 
did  want  to  join  3i,  but  that      .. 

the  group  could  manage  the  be
  part  of  a   huge  machine 

assets  without  the  team.  the  person  said. 

Scapa  disposal  to 

Voith  for  £329m 
By  Rfchanl  RMbi        

Scapa  Group,  the  Industrial
 

manufacturing  company,  is 

to- sell  its  paper  machin
e 

clothing  and  rolls  busine
ss 

to  Voith  of  Germany  for 

eraofr  (|530m)  in  a   move  t
o 

counteract  tough  tra
ding 

conditions. 

If  shareholders  appro
ve 

the  deal,  Scapa  will  
-reduce 

its  debt  and  return  £l
20mm 

the  tern  of  a   special  50p
  div- 

idend. It  will  then- focus  on
 

its- international  techni
cal 

tapes' business,  which  ha
d 

sates  of  £200m  last  y
ear.  The 

board  hopes  the  mov
e  iM 

lead  to  a   a   re-rating  o
i  its 

shares.  These,  were 
 bit  oy 

three  profit  warning
s  test 

year,  but  yesterday  
rose  27p 

to  144p
.  ' 

Voith,  a   private  gro
up,  is 

the  world’s  second  lar
gest 

supplier  of  pl
ant  ana jjmachineiy.  to  the 

packaging  sector.  It
  has 

12.400  employees  and  sal
es 

last  year  were  DMS.Tb
n 

<$2.03bu). 
Scapa’s  paper  machine 

arm  generated  operating 

profits  of  £45.4m  on  sales •   <* 

£263u8m  in  the  year  to  March 

31  1908.  At  the  time,  
it  had 

net  assets  of  S2S2BOL. 

David  Dunn,  chief  ex
ecu- 

tive of  Scapa,  said:  “We  
win 

be  left  with  the  te
chnical 

tapes  business  whi
ch  has 

plants ’throughout  
Europe 

and  North  America  a
nd  spe- 

ciality materials  which  we 

will  exit  over  the  nex
tyean 

Scapa  has  given
  undertak- 

ings not  to  distribute
 

of  the  proceeds 
 as  it  has 

been  named  in  a   Jf 

personal  injury 
 -claims  to 

five  US  states  wit
h  cases  pro- ceeding- _   .   • 

.   Voith  was  advis
ed  by 

Bawkpoint  Partn
ers,  and 

Scapa  by  Lazarfls- 

tighter  environmental  legis- 
lation and  competition  from 

gas  and  imported  coal, 

which  wffl  drive  tfemanrf  for 

UK  coal  lower.” 
Coal  accounted  for  about 

53  per  cent  of  UK  electricity 
generation  in  1995,  compared 

with  about  34  per  cent  last 

year. 

Some  observers  estimate 
this  could  foil  as  low  as  30 

per  cent  by  2002. 

National  Power,  winch  is 

paying  about  I20p  a   giga- 
joule  compared  with  an 
international  spot  price  of 

RESULTS 

Trevor  Humphries 

about  100p.  said  the  deal 
would  give  it  security  of  sup- 

ply addle  allowing  it  flexibil- 
ity for  the  future.  This  is 

important  for  National  Pow- 
er's Drax  power  station, 

which  is  being  sold  to  allow 
it  to  buy  the  supply  business 
of  Midlands  Electricity. 

Last  month  RJB 

announced  a   76  per  cent  fall 

in  pre-tax  profits  to  JMOJ20 
for  1998,  as  the  contracts 

negotiated  under  the  previ- 
ous conservative  govern- 

ment at  140p  a   gigajoule 

expired. 

Tesco  ahead  of 

expectations 
with  strong  rise 
By  Peggy  HoUinger 

Tesco,  the  UK’s  largest 
supermarket  group,  yester- 

day reported  stronger  than 

expected  trading,  intensify- 

ing fears  of  further  grim 
news  this  week  from  the 

food  sector's  number  two 

player,  J   Sainsbury. 
Tesco  said  same  store 

sales  in  the  UK  last  year  - which  averaged  4   per  cent, 

or  2.5  per  cent  excluding 

inflation  -   had  accelerated 

strongly  after  Christmas. 

The  group  was  announc- ing a   7.8  per  cent  increase  in 
pre-tax  profits  before  excep- tional to  fflRim  ($i.42bn),  on 

total  sates  up  6S  per  cent  to 

£l&5bn  for  the  year  to  Feb- ruary 27. 

Analysts  estimated  Tesco 

had  achieved  like-for-like 
sates  of  almost  5   per  cent  in 
January  and  February, 
against  an  industry  showing 

increases  of  1-1.5  per  cent 
“Tesco’s  sales  in  the  last 

two  months  of  their  finan- 

cial year  look  phenomenal, " said  one.  “The  risk  is  that 
Sainsbury  will  be  trading 

pretty  catastrophically." Sainsbury  is  due  to  report  on 
current  trading  on  Friday. 

Terry  Leahy,  Tesco  chief 
executive,  hinted  that 
although  consumer  spending 

was  beginning  to  improve, 

stability  in  the  food  sector 

could  be  threatened  by  ini- tiatives from  weaker  players. 
“There  is  a   lot  of  stress  and 

strain  within  the  industry 
with  some  looking  to 

recover,”  he  said. 
On  the  UK  Competition 

Commission's  investigation 
into  food  retailing,  Mr  Leahy 

said  he  was  confident  it 

would  “confirm  that  we  are 

highly  competitive". 

Meanwhile  Tesco,  also 

announced  plans  to  take  its 
trial  home  shopping  service 

national.  It  planned  to 
increase  the  number  of 

stores  delivering  groceries  to 
internet  customers  from  11 
to  more  than  100  by  the  year 

entri, 

Tesco  also  said  it  would 

increase  investment  in  inter- 

national expansion  tttfe  year. 

Group  capital  expenditure 
would  rise  from  £L07bn  to 

about  £1.3bn,  to  fund  devel- 
opment in  Europe  and  Asia. 

Overseas  sales  rose  by 

almost  25  per  cent  to  £L3bn. 
with  operating  profits  of 

£46m,  up  2&3  per  cent 

COMMENT 

RJB  Mining 

THBIWnffi 

Somx  Oty - 

Bow  cosy.  A   generator  gets 

the  all-clear  for  an  acquisi- 
tion, despite  reservations 

from  the  regulator.  Scarcely 

a   week  later,  said  generator 
-   National  Power  in  this  case 
-   signs  a   big  coal  deal  with 

RJB  Mining,  protecting  min- 

ers’ jobs.  Yesterday’s  deal, 
for  up  to  46m  tonnes  over 

five  years,  is  a   breathing 
space  for  RJB.  but  only  a 

small  one.  An  unkown  chunk 

of  that  coal  is  in  effect  under 
option.  If  the  government 

lifts  its  moratorium  on  gas- 
fired  plants  quickly,  fossil 
fixe!  generators  will  want  less 

coal.  And  the  contracts  iim>^ 
up  with  the  generators  will  not  ease  RJB’s  medium-term plight.  Its  market  is  detaining.  The  generators  took  40m 

tonnes  of  coal  in  1998-99,  of  which  RJB  supplied  Mm.  By 
2001-2002,  one  generator  reckons  40m  will  drop  to  about 
22m.  Even  if  imports  are  squeezed,  RJB  Will  still  have  too 
much  capacity. 

Tesco 

The  Tesco  juggernaut  rolls  on  imperturbably .   If  anything, 

the  tricky  UK  market  is  highlighting  the  retailer’s  strengths. 
Tesco  is  piling  pressure  on  the  opposition.  Like-for-like  sales 
rose  by  4   per  cent  last  year,  well  above  the  L5  per  cent 
sector  average.  As  a   result,  Tesco  pushed  its  share  of  the 

market  to  15.8  per  cent,  stretching  its  lead  over  struggling 
rival  J   Sainsbury. 

No-one  could  accuse  TOsco  of  resting  on  its  laurels.  It  is 
moving  fast  Into  the  internet  and  home  shopping,  and 

increasing  its  non-food  aide.  The  latter  move  is  already 

paying  aft  non-food  is  one  of  the  healthier  bits  of  the 
supermarket  business  right  now.  The  internet  will  take 
longer,  but  Tesco  Net  is  winning  new  customers  nicely.  Best 
of  all  for  investors,  Tesco  is  leading  the  pack. 

Nonetheless,  there  are  clouds  on  the  horizon.  The  biggest 

is  the  Competition  Commission’s  enquiry  Into  supermarket 
retailing.  Although  Tesco  says  this  is  not  a   worry,  the 

fallout  is  potentially  unpleasant  One  fear  is  that  the  com- 
mission might  hold  Tesco  back  by  restraining  it  from  devel- 

oping stores  in  districts  where  it  is  already  represented.  A 

poorer  UK  performance  could  make  shareholders  less  enthu- 
siastic about  the  costs  of  its  overseas  expansion  -   vital  for 

the  long-term  growth  story.  Hie  group’s  foreign  investment 
is  likely  to  dilute  earnings  by  10  per  cent  this  year.  Share- 

holders might  baulk  at  this  if  the  UK  core  started  to  misfire. 
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CSG  bidders 

seek  to  withdraw 

By  Carofine  DanM and  Clay  Harris 

Michael  Ashcroft's companies  are  trying  to 
withdraw  their  proposed 

takeover  bid  for  Corporate 

Services  Group,  after  board- 

room  changes  at  the  trou- bled recruitment  company, 

which  is  valued  at  £209m 

($336m). 

Carlisle  Holdings  and  BHI 

Corporation  said  yesterday 

that  the  Takeover  Panel  was 
considering  their  request. 

They  also  cast  doubt  on 
Dresdner  Klein  wort  Ben- son’s claim  that  investors 

with  more  than  50  per  cent 

of  the  shares  supported  the 

election  of  new  CSG  direc- 

tors. 

The  Ashcroft  companies 

made  their  announcement 
late  yesterday  after  CSG 

bowed  to  pressure  from 
institutional  investors  and 

called  a   shareholders'  meet- ing in  about  two  weeks. 

CSG  said  one  director  had stepped  down  immediately, 

following  the  departure  last 

week  of  Jeffrey  Fowler,  exec- 
utive chairman,  and  that 

two  more  would  go  at  the meeting- 

A   condition  of  Mr  Ash- 
croft's proposed  offer  on 

April  1   for  CSG,  had  been 
that  there  be  no  changes  to 

the  CSG  board. 
Since  then,  Mr  Fowler  has 

resigned  and  the  leading 
■   shareholders  in  CSG  have 

claimed  that  they  have 

majority  support  for  the removal  of  four  further 

directors  and  their  replace- 
ment with  a   new  team  at  an 

emergency  meeting. 

Citing  these  changes,  Mr 
Ashcroft's  advisers 

approached  the  Takeover Panel  in  hopes  of  lapsing  the 
bid  on  Monday. 

Jefferson 
Smurfit 

upbeat  on US  side 
gyWgferiB  Marti 

Jefferson  Smurfit,  the  Irish 

papa:  and  packaging  group, 

said  yesterday  the  outlook 
for  its  business,  especially  in 

the  US,  was  bettor  than  it 
imd  been  for  some  time. 

“The  situation  is  looking 

good  on  price  recovery  and  I moan  recovery  because  we 

are  only  getting  back  what 
we’ve  previously  given 

away,”  said  Dermot  Smurfit, 

deputy  chairman. 
Bis  comments  came  as  the 

group  reported  profits  up  19 
per  cent  to  I£165m  ($226m), 

before  excepticaaal  gains  of 

I£8m,  on  sales  ahead  12  per 

cent  at  IfigJgbn-  Overall  pre- 

tax profits  rose  to  I£171m fl£!50zn). 

The  results  were  better 
than  expected  and  the 
shares  advanced  16p  to  142p, 

up-from  83p  in  October  but 
down  from  240p  test  May. 

.   Jefferson  Smurfit  merged, 

its  IRS  business  with  Stone 
fonfaiftiflr  last  year  and  Mt 

Smurfit  said  the  group's decision  to  take  out  capacity 

in  the  US  bad  been  'foQowed by  others.  Be  stud  the  US 

capacity  mid  a   moderate 

growth  in  demand  should 
mean  that  recent  price 

increases  were  sttstainabte; 
However,  Pat  •   Barrett, 

head  of  Smurfit  Europe, 

said  conditions  to  the 

UK  remained  “extremely 
difficult"  because,  of  the 

downturn  in  UK- manufac- turing and  the  strong  pound, 
.The  problems  ja  the  UK, 

however,  bad  been  offset  by 

a   good  performance  In 
Europe  as  a   wbole^altbough 

the  second  -hdf . laid  rheen . 

weaker  thau  the  first  - 
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CONTRACTS  8k  TENDERS 

REPUBLIC  OF  CAPE  VERDE 
Aonomiomnmit  (^PrivatBatiou  By  International  Public  Tfender  of 

State  Owned  Etnaocial  Sector  Institutions 

The  Unidade  de  Coordenagao  do  Projecto  de  Privatoa^ao  e   RegulagSo 

Institutional  (privatization  Unit)  of  the  Republic  of  Cape  Verde,  in 

accordance  with  the  Law  on  Privatization  of  the  Republic  of  Cape  Verde, 

Decree  Law  70/98  and  Resolution  74/98  of  3 1st  December,  1998, 

announces  the  sale,  by  international  public  tender,  of  state  owned  shares  in 

three  (3)  financial  sectors  institutions  with  interiotidng  shareholdings, 

according  to  the  following  criteria  and  terms:  (i)  as  a   financial  group,  or 

(h)  as  three  separate  individual  institutions,  and/or  (hi)  any 

combination  thereof. 

Name  - 

Type  rtf  Institution 

N- of  State 

Owned  Start* 

N*ef  Staves 

for  this  bid 

4F  of  Intention 

forUtfcUd 

BCA 

Commercial  Bank 

775900 
525.000 

5230 

GARANTIA 

bunmee  Company 
96.620 

91.789 

45295* 

PROMOTORA 

Venture  Capita)  Company 

255900 

180.000 

40.00* 

*TJw  Govcnunert  will  cooiracaially  ensure  Oiar  njanagoneni  ccwuroJ  wiD  be 

The  bid  package  containing  the  Confidential  Inform 

other  pertinent  hid  documents  may  be  acquired  at  a 
Euros  from  the  privatisation  Unit  (UPR)  at  Largo  c 

No  323,  Praia,  Cabo  Verde,  telephone  (238)  61  23  1 

held  by  ibe  soccessfb)  bidder 

ation  Memoranda  and 

cost  of  Enro  20.000 
o   Cruzeiro  -Tfinis,  CP 

9,  Fax  (238)  61 23  34, 

cm  regarding  the 

dtteeatthe 

al  time  on  Friday, 

^argo  do  Cruzeiro  - jeordingtothe December  31, 1998, 

10H00,  local  time  on 

Praia,  Cabo  Verde. 

Any  requests  of  information,  questions  or  clarificati 

bidding  process  may  be  addressed  to  the  Bid  Comra 

Privatisation  Unit,  at  the  above  indicated  address. 

The  bid  proposals  must  be  submitted  by  16H00,  loc 

July  9, 1999,  at  the  office  of  the  Privatisation  Unit, 
Terns,  Praia  Cabo  Verde,  in  wax  sealed  envelopes  at 

instructions  contained  in  the  Resolution  n°  74/98  of 

published  in  the  official  gazette  n°48,  Serie  1. 

Hie  bid  proposals  opening  session  will  take  place  at 

Monday  12th  July,  1999  in  the  Ministry  of  Finance, 
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MANAGEMENT  &   TECHNOLOGY 

INTERVIEW  SIR  RICHARD  SYKES 

]   Stay  healthy  by 

getting  bigger 
The  Glaxo  Wellcome  chairman  is  keen  to 

secure  the  company's  future  through 
merger,  writes  David  Pilling 

Sir  Richard  Sykes  is 

stooped  over  a   moni- tor,  his  eyes  eagerly 

running  up  and  down  a   col- umn of  figures.  He  is  looking 

for  a   share  price,  but  not 
that  of  Glaxo  Wellcome,  the 

company  he  has  run  for  four 

years.  Instead,  he  is  check- 
ing on  SmithKLine  Beecham, 

the  Anglo-American  drugs 

group  he  failed  to  bring  into 
Glaxo’s  embrace  through  a 
merger  last  year. 

“Dawn  12.”  he  says  with  a 

mischievous  grin.  "Not 

enough." 
Sir  Richard  is  joking.  But 

few  doubt  that,  should  the 

opportunity  arise,  Glaxo's hard-edged  chairman  will 
reel  in  the  catch  that 
escaped  his  net  last  year. 

The  largest  drugs  groups 
are  huge,  making  up  eight  of 

the  world's  top  25  companies 

by  market  capitalisation.  Yet 
none  comes  close  to  domin- 

ating the  S250bn  prescription 
drugs  market;  neither  Glaxo, 
nor  Merck  of  the  US,  nor 

Novartis  of  Switzerland  - 
the  three  biggest  companies 

by  most  counts  -   has 
grabbed  more  than  5   per 
cent  of  the  global  market. 
Research  is  so  expensive 

that  even  these  giants  can 
mount  significant  efforts  in 

only  a   handful  of  disease 
areas.  Glaxo,  for  instance, 
has  very  few  products  in 
cancer  or  in  cardiovascular 
medicine.  The  situation,  says 

Sir  Richard,  is  "ludicrous 
and  unsustainable”. 

to  drive  innovation,  to  use 
modern  scientific  technology 

to  come  up  with  competitive 

goods  that  have  real  value.” Sir  Richard  says  the  indus- 
try is  on  the  threshold  of 

revolutionary  change  driven 

by  tremendous  advances  in 

unlocking  the  causes  - 
rather  than  the  mere  symp- 

toms -   of  disease.  That 

promises  to  transform  the 
way  drugs  are  discovered 
and  the  type  of  treatments 

possible.  Scientists  are  rac- 
ing to  decode  the  human 

genome  -   the  genetic  blue- 
print contained  in  DNA  - 

and  drugs  companies  are 

scurrying  to  patent  the  bio- 
logical information  emana- 

ting from  such  research. 
"It's  like  the  scramble  for 

Africa,”  says  Sir  Richard. 
"There  was  a   period  when 

you  could  go  in  and  divide 

Africa  up;  there's  now  a period  when  you  can  go  in 

Certainly,  Sir  Richard  has        and  sort  the  human  genome 

put  the  industry  on  notice 
that  he  is  seeking  a   mega- 

merger. "If  an  opportunity 
presents  itself,  we  are  going 
to  look  at  it.”  he  says. 
SmlthKline  would  fit  the 

hill.  So  would  a   handful  of 

others.  Including  Bristol- 
Myers  Squibb,  the  US  group 
with  which  Glaxo  recently 

‘It’s  a   question 

of  compromise, 

of  what’s available  and 

what’s  possible’ 

out. 

Sir  Richard  and  Jim  Nie- 

del.  Glaxo's  executive  direc- 
tor for  science  and  technol- 

ogy, believe  they  could 
fruitfully  double  the  £1.3bn 
($2.08bn)  now  spent  on 
research  and  development. 

"The  driving  force  will  be 
to  double  the  R&D  spend  to 

held  exploratory  merger      produce  a   broader  portfolio 
talks,  although  these  are 
now  said  to  have  ended. 
Sir  Richard  says  the 

notion  of  an  ideal  partner  is 

illusory.  “That's  why  when 
you  say,  ‘Wen  why  the  hell 
don't  you  go  and  do  it  then? 
the  fact  Is  there's  no  perfect 
match.  It's  all  a   question  of 

compromise,  of  what's  avail- 
able and  what’s  passible. 

That’s  why  it  doesn't  auto- 
matically happen.” 

Yet  happen,  sooner  or 

later,  it  probably  will  Hav- 
ing successfully  steered 

Glaxo  through  the  patent 

expiry  of  Zantac,  the  anti- 
ulcer drug  on  which  its  suc- 
cess was  built.  Sir  Richard 

wants  to  ensure  the  compa- 
ny's long-term  place  among 

the  Industry’s  elite.  That  will 
almost  certainly  mean 
becoming  bigger. 

"There’s  a   period  of  time 
now  when  big  investment  in 
research  is  going  to  pay  off 

in  the  future  -   there’s  no 

question  about  that,”  he 
says.  “You  get  a   broader 
portfolio  [of  drugs],  greater 
global  reach  and  greater 

marketing  power.” The  performance  of  drugs 
companies,  he  believes,  wifi 
increasingly  depend  on  their 

ability  to  discover  innova- 
tive drugs.  Gone  are  the 

days  when  companies  could 

pursue  “me-too  strategies”  - 
as  Glaxo  did  with  Zantac  - 
and  expect  governments  and 

Insurers  to  pay  for  new  ver- 
sions of  old  products. 

“In  the  past,  Glaxo  would 

jump  on  to  other  [people's] 
discoveries . . .   but  to  be  suc- 

cessful in  the  future,  one  has 

[of  drugs]  and  to  get  greater 

global  market  share,”  says Sir  Richard. 
The  flurry  of  recent  drug 

industry  mergers  -   includ- 
ing that  of  Zeneca  of  the  UK 

with  Astra  of  Sweden  -   has 
been  driven  by  weakness,  he 

says.  The  first  mega-merger 
of  two  genuinely  strong  com- 

panies will  set  the  drugs 

business  alight  "Once  two companies  at  that  level  get 
together,  you  will  change 

the  whole  industry  forever.” Getting  them  together  is 
the  problem.  The  SmitbKline 
deal  foundered  because  of 

clashes  over  top  jobs  and  the 
suspicion  that  Glaxo  wanted 
to  take  over  its  rival  without 

paying  a   hefty  premium. 
Since  the  collapse  of  talks, 

in  February  1998,  rumours 
have  circulated  that  Glaxo 

will  try  again.  Many  are 
waiting  for  the  retirement  of 

Jan  Leschly,  SmithKUne's chief  executive  with  whom 
Sir  Richard  squabbled,  as 
the  trigger  for  a   fresh 
assault  Mr  Leschly  is  likely 

to  go  before  September  2000. 
Sir  Richard  has  even 

hinted  that  a   hostile  take- 
over is  not  out  of  the  ques- 
tion, praising  recent  mergers 

in  which  the  predator  has 
persuaded  Institutions  to 

ignore  goodwill  charges.  "We would  not  let  accounting 

practices  get  in  the  way,”  he says. 

1   obviously  don’t  want  to 
give  you  any  indication  of 

whether  it’s  on  or  off."  he 

says  of  SmlthKline.  "All  I can  say  is  that  because  of 

our  belief  about  the  future 

[shape]  of  this  industry,  if 
the  right  opportunities  occur 

we  will  look  at  them.” Besides  SmitbKline, 

Europe  boasts  only  two  com- 
panies -   the  Swiss  groups 

Novartis  and  Roche  -   that 

come  close  to  Sir  Richard's 
requirements  of  a   like-sized 
company  that  could  comple- 

ment Glaxo's  strengths. 

US  pharmaceutical  compa- 
nies, spoilt  by  years  of 

exceptional  growth  in  their 
domestic  drugs  market,  are 

under  little  pressure  to 

merge.  Two  that  face  loss  of 
earnings  through  patent 

expiries  -   the  mighty  Merck 

and  Eli  Lilly  -   have  stated 
their  intention  to  go  it  alone. 

And  not  everyone  is  con- 

vinced that  Sir  Richard’s 
vision  is  workable.  Combin- 

ing two  R&D  operations, 

they  say,  merely  creates  an 
operational  headache  and  a 

bigger  monster  to  feed. "To  put  two  big  companies 

together,  you're  actually 

risking  a   hell  of  a   tot,”  Sir 
Richard  concedes.  "Because 

you  could  argue  there's  no 

need  to  do  it  at  alL” 
But  he  is  sure  the  doubters 

will  be  proved  wrong.  "I 
think  the  whole  future  of 

this  industry  rests  on  invest- 
ing today  -   sensibly  of 

course  -   in  the  modem  tech- 
nology that  will  produce  the 

competitive  edge  for  the 

future,”  he  says.  “That  is clearer  to  me  today  than 

ever  before." 

JOHN  KAY 

Playing  chicken  can  clip  your  wings 
Cult  movies  involving  games  of  dare  offer  lessons  for  a   variety  of  business  situations 

The  Bodleian  library  in 
Oxford  shuts  for  the  week 
after  Easter.  So  instead  of 
burrowing  through  Its  dusty 
books  and  periodicals,  1   was 
forced  to  rummage  among 
the  old  videos  at  home.  Still, 
there  is  plenty  to  be  learnt 
thou  about  business  and 
economics. 

I   found  much  of  interest  in 
Rebel  Without  a   Cause,  the 
1950s  James  Dean  movie. 
Hie  film  climaxes  in  a   ga™ 
called  chicken-  Dean  and  his 
rival  each  drive  a   car 
towards  a   cliff.  You  win  the 

game  by  jumping  from  the 
car  later  than  the  other 

player,  but  before  it  plunges 
over  the  precipice. 

Chicken  is  a   familiar 
business  situation.  If  you 
blink  first,  you  lose.  But  if 
neither  of  you  blinks  at  all, 
you  lose  still  more.  Every 
negotiation  has  elements  of 
chicken  about  it  Still,  the 

Dean  version  of  the  game  is 

a   difficult  one  to  analyse.  To 
learn  about  the  mathematics 
of  movies,  it  is  easier  to  start 
with  the  simpler  version  of 
chicken  in  Stand  By  Me. 

Here,  the  two  protagonists 
drive  their  cars  towards  each 
other,  ou  a   road  wide 
enough  for  only  one  vehicle. 
You  win  the  game  if  you 
drive  straight  ahead  while 
your  rival  swerves.  If  you 
both  swerve,  you  both  look 
foolish.  And  if  neither 
swerves,  disaster  lies  ahead. 

This,  too,  is  a   common 
business  problem.  A   market 
opportunity  is  profitable  if 
one  firm  goes  for  it:  but  if 
many  firms  try,  all  will  lose 
money.  London  financial 
services  after  Big  Bang 

deregulation  were  a   classic 

chicken  game.  Twenty-eight 
firms  tried  market-malting  in 
gilts,  for  example,  and  so 
long  as  that  number  did  so 

none  could  possibly  make 
money.  Only  when  enough 

had  jumped,  or  swerved, 
might  profits  be  earned. 

One  lesson  of  chicken 

games  is  that  -   as  was  true 
in  financial  services  in 

London  -   it  is  possible  to 
lose  Ear  more  than  any 

potential  gain  could  ever 
have  justified.  The  problem 
is  that  once  you  are  sucked 
into  such  a   game,  it  always 
seems  worth  spending  a 

little  more.  This  is  often  true 
in  races  for  patents  and 
innovations.  Silicon  Valley 
Is  foil  of  exponents  of 
chicken  and  its  investors  are 
also  playing. 

Perhaps  we  should  refuse 
to  play  chicken.  Yet  if  you 
stay  out,  you  pass  winning 
opportunities  by.  You  can 
develop  a   strong  position  if 
you  make  an  Irrevocable 
commitment.  If  you  could 
throw  the  steering  wheel  out 

erf  the  window,  you  would  be 
a   certain  winner  in  Stand  by 
Me. 

This  is  the  paradox  of 
Alexander  the  Great  burning 

his  boats.  You  can  do  better 

by  restricting  your  options. 
If  you  cannot  quit,  or  risk 
losing  a   reputation  as  a 

stayer,  you  are  a   formidable 
opponent  at  chicken. 

But  the  greatest  paradox  is 
that  it  is  often  best  to  adopt 
random  behaviour  In 

chicken  games.  It  is  possible 
to  write  down  the 
mathematics  of  the  problem 
faced  by  the  two  groups  of 

boys  in  Stand  By  Me  and  to 
show  that,  in  general,  a   good 
solution  for  each  is  to 
swerve  sometimes  and  to 
stick  sometimes.  You  can 
even  calculate  how  often  you 
should  swerve  and  how  often 

you  should  stick. But  how  to  decide  which 

option  to  adopt?  It  is  a 

mistake  to  rely  on  any 

objective  criteria.  If  you  did, 
then  your  opponent  might 
guess  at  how  you  made  your 
decision  and  act  accordin^y. 

I   could  not  find  a   film  with 

the  child's  game  of  stone, 
scissors,  paper  but  it 
illustrates  the  point  Stone 
blunts  scissors:  scissors  cut 

paper;  but  paper  covers  a stone.  Any  predictable 
behaviour  loses  and 

randomness  wins  half  the 
time  against  another  random 
player.  Hie  only  way  to  keep 

your  strategy  secret  from 
others  Is  not  to  know  what  it 

is  yourself. This  is  not  a 
recommendation  that 
business  strategies  be  based 
on  the  toss  of  a   coin, 

although  that  might  be  safer 
than  some  alternatives.  As 

more  and  more  firms  think 
about  the  restructuring  of 
the  industries  they  are  in,  it 

Is  bard  not  to  recall  the 
observation  of  Josh  Billings, 

the  American  humourist, 
that  the  trouble  with  people 

is  not  that  they  don't  know, 
but  that  they  know  so  much 

that  ain't  so. Not  knowing  may  still  be better  than  knowing, 

random  behaviour  more 

profitable  than  rational analysis.  Limiting  your 

flexibility  may  yield  higher 

pay-offs  and  you  can  lose  far more  from  the  chicken  game 

than  you  could  ever  hope  to 
win.  Learn  to  play  chicken 
in  business  when  you  must, 

hut  learn  from  Rebel  Without 
a   Cause  and  Stand  by  Me 

that  it  is  usually  better  not 

to  be  playing  these  games  at 
all. 

The  author  is  the  Peter 
Moores  Director  of  the  Said 
Business  School  at  Oxford 
University  and  a   director  of 

London  Economics.  This 
column  appears  fortnightly. 
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Privacy  rules 

open  a   gulf 
of  mistrust 
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The  transatlantic row  over  data 

protection  reveals 

cultural  differences 

Almost  six  months  after  the
 

European  Union  privacy directive  came  into  force,  the 

gulf  between  US  and 

European  views  on  the  issue 

of  data  protection  remains  as wide  as  ever. 

Although  both  sides  are 

reportedly  working  hard  to 

TngkA  us  self-regulatory 

regimes  acceptable  under 
the  EU  directive  ahead  of  the US-EU  summit  in  June, 

fundamental  disagreements 
remain. 

To  a   large  extent  these 
reflect  deep-seated  cultural 
differences.  In  particular, 
while  most  Americans 
distrust  government, 

Europeans  generally  place little  faith  in  industry 

self- regulation. 

In  Europe  the  directive 
has  been  promoted  as  a 
legitimate  attempt  to 
harmonise  data  protection 
across  member  states.  But 
from  a   US  corporate 

perspective,  the  tough 

controls  over  the  "export"  of 
parsnnni  data  from  within 

Europe  are  seen  as  an 
attempt  to  build  and maintain  “Fortress  Europe." 

Gary  Clayton,  a   Dallas lawyer  and  privacy  expert 

visiting  Europe,  describes 

the  directive  as  “an  outdated 
throwback  to  the  days  of  the 

mainframe". 

He  claims  it  is  already 

forcing  some  US-based multinationals,  including 

hanks,  to  circumvent  the requirements  by  setting  up 

disconnected  centres  in 
Europe  to  handle  local 
customer  data- 

in  the  short  term  he., 
acknowledges  that  may 
create  a   few  more  jobs,  but 

in  the  longer  term  it  will make  European  operations 

less  competitive. 
While  there  are  legitimate 

concerns  about  the  misuse  of 
private  information,  the  EU directive  stiD.  appears 

flawed.  Perhaps  the 

continuing  negotiations  with 
the  US  will  help  focus 
attention  on  its  limitations. 

Technology  and  warfare 
have  always  been  closely 
intertwined  and  information 

technology  is  no  exception. 
The  first  electronic 

computer  was  developed  to 

crack  the  Nazis*  Enigma code;  the  internet  was 
designed  as  a   resilient network  linking  US 

military-funded  labs. 
Even  today  the  Pentagon 

and  its  European  and  Asian 
counterparts  still  fund  much 

of  the  most  advanced  ’’ 

research  in  computer 
science.  But  advances  in  the 
application  of  technology  to 
warfare  have  always  raised 
ethical  eyebrows. 

When  guns  began  to replace  swords,  philosophers 
and  poets  complained  that the  age  of  chivalry  was  dead. 

The  machine-gun  and  tank were  similarly  condemned. 

Now,  the  Desert  Storm 
campaign  and  the  conflict  in 

Yugoslaviahaye  prompted  . 

debate  about  the  application 

of  sophisticated  software  and 

computer  systems  to"a
 

remote  control  “television  , . 
war".  1   .   -   •   •   . 

Some  technology  and  . 
defence  experts  even  suggest 

that  future  wars  could  be  - conducted  almost  entirely  in 

cyberspace  -   by  apposing 

teams  of  hackers  using  /   ’ 

computer  viruses  and  other ‘ 

"infowar”  tactics  to  wreck  ̂  

opponents’  economies  and conventional  war  machines Would  such  an  infowar  \   ■ 

conducted  from  the  -   - 
keyboard  rather  than  the  i. 

battlefield  be  more 
acceptable  than  a   physical 

conflict? 

Certainly  most  “advance^!  .; 

in  warfare  -   including  the 

atom  bomb  -   have  been., 

justified  in  the  past  an  the  - 
basis  that  they  shorten  , 

conflict  No  doubt  the  same 
nrffi  be  claimed  for 
Information  warfare. 
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Ever  since  European 
computer  services  company 

shares  profits  started 

climbing-  strongly  in  the  '• mid-1990s,  pessimists  have 

been  looking  for  indications' cf  a   downturn. Those  voices  have  become 
louder  in  recent  months  as 

3000  has  loomed. As  Richard  Kramer, 

Robert  Smithson  and 
Gregory  Gold,  Goldman Sachs’  analysts  and  authors 

of  the  firm’s  latest  report  an European  Computing 

Services,  point  out,  “such  a premise  bias  been  easy  to  . 

postulate  yet  nearly 

impossible  to  prove.” 
Too  often,  the  authors 

argue,  evidence  such  as  high 
levels  of 'recurring  revenues 
and  order  books  covering 
half  of  current  year  sales have  been  ignored  by 
cnmTnnntatnrs  dptemrippd  fiv 

latch  on  to  “the  last  gasp  of 

a   ‘doom  and  gloom’ 

scenario.” 

Goldman’s  analysts  say 
such  negative  views  ignore 
the  fundamentals. “So  long  as  the  wider 

economy  does  not  take  a six-month  holiday,  the 

position  of  third-party 

service  vendors  in  fighting 

fires  alongside  companies’ 
internal  IT  staff  seems 
secure,"  the  report  says. 

The  authors  then  detail 
reasons  why  they  believe  . 
there  is  no  slowdown 

including  the  fact  that  not all  customers  have  fully 
addressed  the  year  2000 

computer  date  Issues  and 

that  'millennium  bomb’ 
work  is  only  a   small  fraction of  the  wort;  most  IT  services 

companies  do.  Thus  the  ■ 

resolution  Of  the  mfllenYiirnn bomb  problem  should  not 
lead  to  a   significant  shortfall in  revenues. 

I 

4 

“A  clear  backlog  of  project 

work  is  building,"  say  the 
analysts.  “IT  development 
waits  for  no  man,  and companies  which  make efforts  to  rectify 

nan-compliant  systems  are 
likely  to  resume  projects  and 
systems  development  once 
Year  2000  issues  are  laid  to 

rest." 
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INFORMATION  TECHNOLOGY  WEB  PUBLISHING 

Taming  a   many-headed  monster 
Online  news  must  be  carefully  controlled  to  maintain  rts  value,  says  Richard  Poynder 

I   On  the  eve  of  last 

I   year’s  US  elections, 
ABCnews.com  posted 

fictitious  test  results  on 
what  it  believed  was  a 
restricted-access  area  of  its 
web  site.  To  its  mortifica- 

tion, the  information  was  in 
fact  accessible  to  the  public 
and  attracting  unwelcome 
comment  from  competitors. 

The  error  had  no  legal  con- 
sequences and  caused  only 

temporary  embarrassment  to 
ABC.  But  as  just  one  of  a 
number  of  examples  of  pri- 

vate information  leaking  on 
to  the  web,  it  underlined  the 

challenges  of  managing 
large  web  sites. 
For  newspapers,  whose 

sites  often  encompass  hun- 
dreds of  thousands  of  pages 

and  where  updating  can  take 

place  every  few  minutes,  the 
task  Isa  nightmare. 
To  address  the  problem, 

powerful  “content  manage- 
meat”  systems  are  increas- 

ingly used  at  newspaper 
sites.  They  offer  much  more 
functionality  than  tradi- 

tional web  publishing  tools, 

and  usually  include  work- 
flow  software,  streamlined 
web  page  production,  and 
file-locking  to  ensure  only 
one  person  can  edit  a   web 
page  at  one  time.  There  are 
also  complex  controls  to  stop 
sensitive  information  spill- 

ing into  the  public  domain. 

Last  year  The  Chicago  Tri- 
bune adopted  StoryServer, 

developed  by  Texas-based 
Vignette  Corporation.  Web 

management  has  been  sim- 
plified, and  production  staff 

cut  by  10  per  cent,  despite 
doubling  its  web  traffic. 

“StoryServer  enables  us  to 
generate  many  more  pages, 
and  to  devote  less  time  to 

routine  work  and  more  to 

doing  creative  things.”  says 
Owen  Youngman,  director  of 
Chicago  Tribune  Interactive 
Media. 

The  new  content  manage- 
ment  systems  aim  to  exploit 
the  web  more  effectively,  but 
there  is  no  consensus  on  the 

best  method.  Systems  such 

as  StoryServer  and  Inso’s 
DynaBase  use  "dynamic 
publishing"  techniques 
where  all  the  components  of 
a   web  page,  including  text, 
graphics  and  files  such  as 
audio  or  video,  are  generated 
“on  the  fly”,  instead  of  using 
static  HTML  pages. 

However,  as  Leah  Gentry, 
editorial  director  of  new 
media  at  the  Los  Angeles 
Times,  says,  there  is  not  yet 
a   database  that  can  serve 
content  dynamically  while 

handling  large  volumes  of 
traffic.  The  LA  Tones  chose 

TeamSite.  a   system  devel- 

oped hy  California-based 
Interwoven,  which  uses  tra- 

ditional “flat”  HTML  pages. 
With  content  management 

systems  costing  at  least 
$100,000  and  disagreement 

on  the  best  approach,  some 

newspapers  prefer  to  use 
existing  tools.  The  Financial 
Times,  for  instance,  has  built 
on  its  Lotus  Notes  group- 
ware  to  publish  FT.com. 
“Our  approach  has  been  to 
integrate  our  own  systems 

on  top  of  what  we  have  got,” says  Paul  Maldment,  editor 
of  FT.com. 

Whatever  their  differ- 
ences, everyone  does  agree 

that  publishing  on  the  web 
is  significantly  different.  As 

Erik  Josowitz,  vice-president 
of  product  marketing  at 
Vignette,  says,  in  print 
something  is  being  produced 
that  wifi  be  frozen  in  time. 
“The  web  is  the  exact  oppo- 

site -   it  requires  you  to  do 
lots  of  things  in  parallel, 

with  multiple  bits  erf  infor- 
mation being  released  many 

times  during  the  day.” 
Because  the  web  enables 

newspapers  to  “slice  and 
dice”  their  content  endlessly 

for  different  audiences,  con- 
tent must  be .   appropriately 

structured.  This  increasingly 

means  adopting  XML  or 

Extensible  Markup  Lan- 

guage, which  helps  in  creat- 
ing industry -specific  index- 
ing systems. XML  will  allow  newspa- 

pers to  personalise  informa- tion for  individual  users 
more  accurately. 

Thanks  to  XML.  newspa- 
pers will  be  able  to  move 

directly  into  the  e-commerce 
chain,  earning  commission 
on  sales  generated  from 
advertisements. 

While  finding  the  right 

technology  is  important,  the 

biggest  challenge  for  news- 
papers today  may  be  an 

intellectual  one.  “What  we 
are  producing  today  is  not  a 
newspaper,  not  a   web  site, 
nor  any  other  specific  prod- 

uct: it  is  intellectual  prop- 

erty,” says  Mr  Maidment  Or as  Mr  Youngman  puts  it,  the 

model  now  is:  “Write  once, 

publish  many  times.” 
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For  the  past  six  months. 
European  equity  mar- 

kets have  provided  the 
arana  fbr  a   battle  between 

the  advocates  of  two  distinct 

types  of  docks. Since  the  end  of  last  year, 

advocates  of  cheap  cyclical, 

or  value,  stocks  -   angtamo- 
rous  industrial  and  con- 

sumer issues  whose  volatile 

earnings  track  economic 

growth  -   have  argued  the; 
were  on  their  way  hack 

while  the  bull  run  in  fash- 

ionable growth  stocks  - 
highly  valued  companies 
with  a   fast-rising  revenue 
stream  -   was  running  out  of 

steam.  • :   Recent  signs  of  a   raBy  in 

value  stocks  seem  to  com- 
pound this  view.  But  the 

more  cautions  analysts  are 

still  urging  rtati.ryiHt,  saying 
that  the  risks  of  switching 

from  growth  into  value  far 
outweigh  the  gains  available 
in  an  uncertain  economic 
environment. 

Most  industrial  cydicals 

did  wen  over  the  first  quar- 

ter. In  the  baric  industry 

segment  of  the  FTSE  Euro- 

top 300  index,  construction 
and  building  as  well  as  for- 

estry and  paper  stocks  rose more  thap  io  per  cent 

although  chemicals  fell. 

Meanwhile,  cyclical  ser- 
vices outperformed  the  index 

by  2.8  percentage  points, 
with  a   focus  on  media,  hotel 

and  leisure  stocks. 

Cyclical  consumer  goods, 
however,  lagged  following 
losses  in  automobile  issues. 

For  sceptics,  the  rise  was 

merely  a   blip  compared  with 
the  group’s  near-40  per  cent 
underperfbrmance  over  the 
last  four  years.  - 

In  addition,  .'clouded 
macro-economic  prospects, 

they  say,  ensured  the  revival would  be  short-lived. 
Stubbornly  robust  growth 

In  the  US  and  the  reawaken- 

ing of  Asian  and  Latin. 
American  economies  have 
been  cited  as  heralding  a 

return  to  export-led  growth 

in  Europe.  This  should  be 

good  news  for  cydicals. 

Euro-zone  coverage  extended 
Tbs  FT  today  extends  its  euro-zone  finance)  coverage  with 

a   new  took  for  this  page,  which  will  now  oontain  longer, 

analytical  articles  on  trends  In  European  equity,  fixed 

income  and  currencies  markets.  "The  daily  report  on 
euro-zone  equity  markets  has  moved  to.  the  World  Stock 

Markets  page.  The  page’s  statistics  are  unchanged,  with  the 

exception  of  the  interest  rates  swaps  table,  which  moves  to 
the  International  Capital  Markets  page,  and  Eurfoor  and 

Euro  Libor  derivatives  contracts,  which  now  appear  on  the 
Currencies  and  Money  page. 

Investment  theory  proclaims 
that  Investors  wQl  move  out 

of  expensive  growth  stocks 
into  cheaper  cydicals  in 
time  of  accelerating  gross 
domestic  product  growth, 

when  the  latter  sector  would 

receive  the  greater  propor- tional benefit. 

However,  it  is  still  far 

from  certain  that  Europe  is 
recovering.  A   pick  up  in 

French  unemployment  in 

February,  the  first  in  six 
months,  threatens  to  dent 

the  country’s  bouyant  con- 
sumer confidence,  while  in 

Germany,  surveys  of  busi- 

ness sentiment  remain  fairly 

gloomy. 
Even  the  traditionally 

optimistic  European  Com- 
mission recently  cut  its  pan- 

European  1999  GDP  growth 

forecast  to  2.2  per  cent  from 

2.4  per  cent,  blaming  trade 
difficulties  and  sluggish 

investment 
■'With  France.  Italy,  and 

Germany  bumping  along  the 

bottom,  it  seems  too  early  to 

consider  a   move  into  cycli- 
cals,"  says  James  Cornish, 
European  strategist  at  BT 
Alex  Brown,  who  favours  a 
more  defensive  strategy. 

Richard  Davidson,  Euro- 

pean equity  strategist  at 
Morgan  Stanley  Dean  Witter, 
who  advocated  a   move  into 
cydicals  in  January,  admits 
that  "despite  the  recent  pick 

up  in  value  stocks,  investors 
remain  worried  about  the 

state  of  the  economy." 

Many  analysts  think  this 
year's  rally  in  cydicals  has 
little  to  do  with  any  renais- 

sance. Mark  Howdla,  at  Salo- 
mon Smith  Barney,  says  the 

recent  rise  in  US  bond 

yields,  one  benchmark  for 
valuing  European  stocks, 
has  been  a   key  factor  in  the 
switch  from  growth  stocks. 

With  the  yield  on  the  10- 

year  US  Treasury  now  above 
5   per  cent,  against  4.6  per 

cent  in  early  January,  high 
price-earnings  ratio  growth 

stocks  are  looking  overval- 
ued. Such  stocks  depend 

heavily  for  their  value  on future  earnings  potential, 

but  that  potential  has  to  be 
discounted  i™t\g  bond  yields 

to  get  a   present  value  for  the 
stock;  when  the  yield  rises, 

the  present  value  falls. 

For  lan  Scott,  pan-Euro- 
pean strategist  at  Lehman 

Brothers  and  a   vigorous 

advocate  of  cydicals  since 

October,  there  is  Btfls  corre- 
lation between  accelerating GDP  growth  and  surging 

value  stocks. 
Over  the  last  10  years, 

according  to  figures  from 

Lehman,  three  out  of  five 

periods  of  cyclical  outper* fonnance  took  place  during 

an  economic  slow-down. What  matters,  says  Mr 

Scott  is  the  market’s  percep- tion of  the  economic  outlook 

reflected  in  the  valuation  of the  stocks. 

Despite  their  recent 
pick-up,  cydicals  remain 
priced  for  a   recession  in 

1999,  he  claims,  while  he  and other  optimists  are  betting 

on  a   modest  slow-down. 
One  thing  defenders  and 

critics  of  cydicals  agree  on. 

however,  is  the  risk  inherent in  a   value-centred  strategy 

because  of  the  short-lived 
nature  of  cyclical  rallies. “Cydicals  typically  outper- 

form for  a   couple  of  months 

or  quarters,  but  not  years,” says  Mr  Scott.  “It  is  not  a good  idea  to  hold  on  to  them 

for  a   long  period  of  time.” 
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The  FT  can  help  you  reach  additional  business 

readers  In  France.  Our  Hnk  with' die  French business  newspaper,  Lee  Echos,  gives  you  a 

unique  recruitment  advertising  opportunity  to 

capitalise  on  the  FTs  European  readership 

and  to  target  the  French  business  world. 
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AUCTION  NOTICE 

UK  GOVERNMENT  EURO 
TREASURY  NOTES 
For  auction  on  20  April  1999 

1   The  Bank  of  England  announces  the  sale  by  Her  Majesty's 
Treasury  of  €500  mBilon  nominal  of  UK  Government  Euro  Treasury 
Notes,  for  auction  on  a   Wd-yteW  boss  on  Tuesday,  20  April  1309, 
These  Notes  wffl  add  to  and  be  fondle  with  the  €500  irtBon  of  the 

same  security  sold  by  auction  on  19  January  1999. 

Si  The  €500  mflkxi  of  Notes  to  be  sold  by  auction  will  be  dated 

asof28  Januaiy  1S99  andwfll  mature  on  28  January  2002.  Notes 
wilt  bear  an  annual  coupon  of  2.75%  payable  on  28  January, 

starting  on  28  January  2000.  Payment  for  Notes  allotted  in  the 
auction  will  be  due  on  23  April  1999;  the  amount  payable  wfll 

include  85  days  acoued  interest 

3   The  arrangements  ter  die  auction  are  set  out  in  the  Information 
Memorandum  on  the  UK  Government  Euro  Treasury  Note 

programme  issued  by  the  Bank  et  England  on  behalf  of  Her 

Majesty's  Treasury  on  12  January  1999  (the  • Information 
Memorandum1)*  This  auction  wH  be  subject  to  the  provisions  ot  the 
Information  Memorandum  and  to  the  provisions  of  this  notice. 

4   The  auction  will  be  open  to  anyone  who  wishes  to  apply.  Ail 

applications  must  be  made  on  the  printed  application  forms 
avaSabie  on  request  from  the  Bank  of  England  or,  ii  the  case  of  the 
market  makers  listed  in  the  Information  Memorandum,  by 

telephone.  Completed  appBcation  forms  must  be  lodged,  by  hand, 

at  the  Bank  ot  England,  Customer  Settlement  Services, 
Threadneecfle  Street  London  not  later  than  10.30  am.,  London 

tine,  on  20  April  1999. 
5   Applications  must  be  made  on  a   yield  baste  (calculated  on  the 

bass  of  the  actual  number  of  days  fo  the  ysau*  and,  m   ihs  case  of 
an  incomplete  year,  the  number  of  days  elapsed)  rounded  to  two 
decimal  ptecoc-  Each  application  form  must  state  the  yield  bid  and 

the  amount  bid  for. 
6.  Each  application  at  each  yield  must  be  made  on  a   separate 
appftcaiSon  form  for  a   minimum  of  €500.000  nominal.  Appfcafiorts 
above  this  mWnxsn  must  be  in  mtftiptes  of  €100.000  nominal. 

7   Notification  wffl  be  despatched  on  the  day  of  the  auction  to 

appScants  whose  appUcations  have  been  accepted  In  whole  or  in 
part  For  appfcantB  who  have  requested  credit  of  Notes  in  global 
form  to  their  accourtt  with  Eurodear  or  Cedefoank,  Notes  will  be 

credited  in  the  relevant  system  against  payment.  For  applicants 
who  have  requested  definitive  Notes.  Notes  will  be  available  for 
coflectkxi  at  Customer  Settlement  Services  at  the  Bank  of  En$and 

alter  1.30  pjn.  on  23  April  1999  provided  cleared  funds  have  been 
craefited  to  the  Bank  of  Engfenfs  Euro  Treasury  Notes  Account  No. 

59045828  with  Uoyds  Bank  PLC,  Bank  Relations,  St  George's 
House,  PO  Box  787,  6-8  Eastchaap.  London,  EC3M  ILL  and 
provided  that  the  Bank  of  England  has  received  satisfactory 
evidence  of  entitlement  to  collection.  Definitive  Notes  will  be 
available  In  amounts  of  €1,000,  €10.000,  €100,000  and 

€1 .000,000  nominal.  If  any  applicant  whose  application  is 

accepted  has  requested  definitive  Notes,  other  appScants  whose 
application  has  been  accepted  and  who  requested  Notes  in  global 

form  may  nevertheless  be  required  to  accept  definitive  Notes  under 
the  rules  arid  procedures  of  Euractear  andfor  Cedefoank.  In  such 

ever*,  such  definitive  Notes  w3  be  held  by  the  Baric  of  England  as 
the  spedafised  depository  tor  Eurodear  andfor  Cedebank,  in  such 
denominations  as  the  Baric  of  England  may  datenrine,  for  such 

applicants  who  requested  Notes  in  global  form, 
a   Her  Majesty’s  Treasury  reserves  the  right  to  reject  any  or  part 

olwiy  auction. 9   The  tender  notice  Issued  on  12  January  1999  stated  that 
€550  mD8on  nominal  of  the  Notes  allotted  to  the  Barit  of  England 

fey  the  account  of  the  Exchange  Equalisation  Account  fEEA")  on 
28  January  1999  would  be  held  by  tiie  Bank  of  England  lor  tie 

account  of  the  SA  wRh  the  Intention  that  they  would  be  sold  in 
subsequent  auctions  or  might  be  made  available  tor  sale  and 

repurchase  operations  with  the  market  makers  listed  In  tiie 
Information  Memorandum.  €500  mflfion  nominal  of  these  Notes 

are  to  be  sold  hi  the  auction  on  20  April  1999.  wW  constitute  a 

further  tranche  of  tin  Notes  maturing  on  28  January  2002,  and  wB 

be  fully  fungible  with  the  Notes  sold  on  19  January  1999. 
€50  mason  nominal  of  these  Notes  wfll  be  retained  by  tha  Bank  of 

England  tor  the  account  ot  tha  EEA  and  added  to  the  Bank's 
holdings  ot  Notes  which  may  be  made  available  for  sale  and 

repurchase  operations  with  the  market  makers  Rated  in  the 
Wormation  Memorandum. 

10  Copies  of  the  information  Memorandum  may  be  oMtinedfirem 

the  Manager.  External  Debt,  Foreign  Exchange  Division  at  the 

Bank  of  England  (telephone  number  0171  soi  5982).  UK 
Government  Euro  Treasury  Notes  are  Issued  under  the  National Loans  Act  1988. 

Bank  of 

13  April: 
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Serbian  news  hits  European  prices 
A 

ch BENCHMARK  BONDS_   
-OU 

By  Arkady  Ostrovsky 
m 

aed  John  Labate 

rfO 
Bi 

European  bond  prices  were 
th 

hit  yesterday  by  reports  of 

jai 

Serbian  troops  crossing  the 

d( 
border  with  Albania  while 

"hi 

the  US  bond  market  suffered 

pi 

from  strong  economic  data 

-bi 

and  the  strength  of  equities. 
li 

Fears  of  a   possible  spill- 
over  of  the  Kosovo  conflict 

n into  Albania  caused  a   brief 

.3] 

flight  to  quality,  according 

it 
to  market  observers,  which 

vt resulted  In  a   steepening  of 

T. 

the  yield  curve. 

The  10-year  German  bund 
0 future  fell  0.3S  to  115.68  after 
X 

the  Organisation  for  Seen- 
d 

rity  and  Co-operation  in 
Europe  said  Serb  forces  had 

'
S
 

crossed  into  Albania  and 

occupied  a   border  post. 
l Greek  government  bonds 
1 
c 

were  among  the  worst  hit 

The  10-year  yield  spread 

between  Greece  and  Ger- 

many widened  by  9   basis 

points  to  199  basis  points. 

But  analysts  said  impact 

of  the  conflict  in  Kosovo  on 

bond  markets  was  limited. 

David  Knott,  at  Deutsche 

Bank,  said  the  markets 

would  be  seriously  affected 

only  if  Nato  decided  to  send 

ground  troops  to  Kosovo. 

European  bond  traders 
were  also  disappointed  by 

the  comments  made  by 

Christian  Noyer.  vice-presi- 
dent of  the  European  Central 

Bank,  who  confirmed  that 

last  week's  50  basis  point  cut 
in  euro-zone  interest  rates 

would  be  the  last  in  the  busi- 
ness cycle. 

“I  expect  this  to  be  the  last 

interest  rate  cut  in  the  cur- 

rency cycle,”  he  told  journal- ist late  on  Monday. 

The  strength  of  stock  mar- 
kets also  weighed  on  bond 

prices  as  investors  continue 
to  transfer  funds  from  bonds 

into  equities,  analysts  said. 

US  Treasuries  weakened 

after  the  morning  release  of 
retail  sales  and  consumer 

prices  data. 
Observers  said  the  US 

economy  defied  sceptics 

once  again,  revealing  no 

signs  of  slowing  growth  or 

increased  inflationary  pres- 
sure. 

Retail  sales  were  up  a 

weaker  than  expected  0.2  per 

cent  in  March,  but  that  was 

offset  by  an  upward  revision 

of  sales  figures  for  the  two 

previous  months. 
The  Treasury  markets 

were  particularly  concerned 

by  the  upward  revision  of 
retail  sales  for  February 

from  OS  per  cent  to  1.7  per 
cent 

The  consumer  price  index 
In  March  was  better  than 

expected,  up  by  0.2  per  cent. 

Mr  Knott  said  the  rise  in 

oil  prices  may  not  have  been 

registered  in  March  figures. 

The  core  CPI.  which 

excludes  energy  and  food 

sectors,  was  0.1  per  cent 

stronger. 

By  early  afternoon  the 
benchmark  30-year  Treasury 

bond  was  down  Vi  to  96&, 

sending  the  yield  up  to  5.435 

per  cent. 
Among  shorter-term  issues 

the  10-year  note  was  down  g 

to  97%,  yielding  5.099  per 

cent  and  the  two-year  note 
was  off  &   to  99g,  yielding 

4.925  per  cent. 
UK  gilt  prices  continued  to 

weaken  as  further  signs  of 

economic  recovery  emerged. 

The  British  Retail  Consor- 
tium said  retail  sales  rose  3.9 

per  cent  on  a   ltke-for-like basis  in  the  year  to  March, 

the  strangest  performance  in 
almost  a   year. 

The  10-year  yield  spread 

between  gilts  and  German 
bunds  has  widened  by  13 

basis  points  to  74  basis 

points  over  the  past  week  as 
investors  interpreted  the  25 

basis  points  cut  in  UK  inter* 
est  rate  last  week  as  the  last 

one  in  the  cycle,  said  Phyllis 

Reed  at  Barclays  Capital. 

The  10-year  gilt  future  closed 

029  lower  at  11728. 

Japanese  government 

bond  prices  also  fell  yester- 
day as  investors  switched 

fluids  from  bonds  into  a   ral- 

lying equity  market,  said 
Joanne  Collins  at  Daiwa 
Europe. 

She  said  investors  were 

also  anxious  ahead  of  next 

week's  monthly  10-year  bond 
auction,  fearing  the  coupon 

on  a   new  10-year  JGB  could 

be  lower  than  expected, 

given  the  low  yields  an  Japa- 
nese bonds.  The  benchmark 

10-year  JGB  future  fell  0.42 

to  133.56. 

1DB  issues  $lbn 

global  bond 

New  international  bond  issues 

^ISSUES
 

By  Khozem  Merchant 

The  Inter-American 

Development  Bank  led  the 

dollar  issuance  market  yes- 
terday with  a   $lbn  global 

bond,  one  of  several  in  the 

US  currency  recently. 

Bankers  said  the  appeal  or 

the  IDB  offering,  which  was 

lead-managed  by  Morgan 

Stanley  Dean  Witter  and 

Lehman  Brothers,  was 

enhanced  by  the  improved 

sentiment  surrounding  T-atin 
America  after  recent  turmoil 

following  the  devaluation  of 

the  Real  by  Brazil. 

This  resulted  in  a   larger 

than  usual  placement  amnng 

US  investors  (about  30  per 

cent).  The  pricing,  at  a   yield 

spread  of  65  basis  points 

over  US  Treasuries,  also 

offered  a   small  pick-up 
against  US  agency  paper. 

European  investors  were 
the  largest  single  buying 

group,  followed  by  US  and 

Asian  investors. 
Bankers  said  the  appetite 

for  dollar  paper  was  helped 

by  other  factors,  such  as  evi- 
dence of  renewed  demand 

after  the  Easter  holidays. 

This  broadly  coincided 

with  the  Japanese  year-end 

and  reassessments  by  Japa- 

nese buyers,  which  are  tradi- 
tionally active  investors  in 

the  10-year  sector,  and  cen- 
tral hanks  from  other  Asian 

countries,  which  are  regular 

buyers  in  the  five-year  matu- 

rity band. 
The  European  Investment 

Bank,  which  launched  a   five- 
year  SI  bn  bond  earlier  this 

week,  followed  up  yesterday 

with  a   £200m  reopening  of  a 
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Plus  IBS  days  accrued.  Q   Over  Interpolated  yield.  p|  OeffentSche  Ptandbriefe.  4   Short  let  coupon. 

10-year  bond  originally 

launched  last  October. 

Salomon  Smith  Barney 

lead-managed  the  original 

issue  and  yesterday's 
reopening.  The  bond  was 

priced  to  yield  59  basis 

points  over  the  relevant  UK 

gilt  and  traded  unchanged 

after  the  launch. 

The  Korea  Development 

Bank  will  continue  the  reha- 

bilitation of  Asian  credit  in 

general  and  South  Korean 
credit  in  particular,  when  it 

launches  the  first  interna- 

tional bond  since  the  coun- 

try's investment  grade  credit 

rating  was  restored  earlier 

this  year. 

Chase  Manhattan  and  JP 

Morgan  are  lead-managing 

the  Slbn  global  issue  of  five- 
year  maturity,  which  is 

likely  to  be  launched  today 

and  priced  tomorrow. 
Bankers  close  to  the  deal 

say  the  bond  is  likely  to  be 

priced  to  yield  30  to  50  basis 

points  over  Korea's  2003 
global  bond  launched  in  Feb- 

ruary last  year,  which  yes- 
terday was  trading  at  200 

basis  points  over  US  Trea- 
suries, compared  with  345 

basis  points  at  launch. 

Corporate debt 

defaults 

rise  in  US 
By  Arkady  Ostrovsky 

US  companies  accounted  for 
more  than  half  of  all  corpo- 

rate debt  defaults  in  the  first 

quarter  of  the  year,  while 
the  number  of  emerging 

markets  defaults  fell  by  65 

per  cent  year-on-year, 
according  to  a   report  by 

Moody's  Investors  Service, 

the  international  rating agency. 

Moody's  said  19  US  compa- 
nies contributed  $3.4bn,  or  68 

per  cent,  of  total  defaulted 
long-term  corporate  debt  in 

the  first  quarter  -   up  from 
12  US  borrowers  defaulting 

on  $1.9bn  of  bonds  in  the 
same  period  last  year. “With  the  US  economy 

expanding  at  a   somewhat 
slower  pace  and  with  US 
bond  issuers  being  riskier 

than  the  worldwide  average, 

we  expect  that  the  US  will 
continue  to  be  the  primary 

source  of  corporate  bond 

defaults  in  1999.”  Sean 
Keenan,  senior  analyst  at 

Moody's,  said. 

While  the  total  number  of 

of  defaulting  companies  fell 

from  33  to  27  year-on-year  in 
the  first  quarter,  the  number 

of  rated  companies  default- 
ing doubled  from  10  to  20 

and  the  total  defaulted  debt 

was  up  from  $4.3bn  to 

S5.1bn. 
There  were  only  six 

emerging  markets  defaults 

in  the  first  quarter,  com- 

pared with  17  emerging  mar- 
kets defaults  in  the  same 

period  last  year. 

Among  US  companies. 

Favorite  Brands  Interna- 
tional was  the  largest 

defaulter,  on  5395m  of  debt, 

while  defaults  from  emerg- 

ing market  countries 
included  two  shipping  com- 

panies based  In  Greece,  and llnexim  Bank,  once  one  of 

Russia's  largest  financial 
institutions. 

Tussauds  to 

securitise 

ticket  sales 

-   -   ■   sr.  - 

?   .. 
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By  Ktoxzem  Merchant   

Tussauds  Group
,  which 

includes  the  wo
rld  famous 

Madame  Tussa
uds  was 

works  museum 
 and  tne 

Alton  Towers  theme 
 park,  is 

to  launch  a   £23Q
m  bond  sec- uritised on  ticket  and 

chandise  sales  in  th
e  first 

asset-backed  offering
  by  a 

European  leisure  group. 

The  offering  trill  be 
 split 

Into  £170m  single  A  
 rated 

and  £60m  triple  B
   rated 

fixed-rate  tranches
  of 

medium  and  long-ter
m  matu- 

rities up  to  25  years. 

BT  Alex  Brown,  which  
vs 

lead-managing  the  issue,
 

started  a   roadshow  for  i
nves- tors this  week  and  pricing 

will  take  place  at  the  end 
 of 

♦his  month. 

Separately,  bankers  ha
ve arranged  a   £4Qm  “seasonal 

revolver"  loan  facility  for 

the  group.  This  is  a   cre
dit 

line  designed  to  even  out  the 

seasonal  peaks  and  troughs of  the  business. 

Tussauds.  some  of  whose 

theme  parks  are  closed  for 

up  to  four  months  a   year, 

would  be  able  to  draw  on 
this  credit  line  during  the 

winter,  when  business  is  less 

busy,  and  reimburse  in  the 

summer,  when  business  is 
brisk,  said  bankers. 
Tussauds  Group,  which 

also  takes  in  the  London 

Planetarium,  the  Rock  Cir- 
cus in  Piccadilly.  Chessing- 

ton  World  of  Adventure, 

Thorpe  Park  and  Warwick 
Castle,  was  sold  by  Pearson, 

the  media  group  that  owns 
the  Financial  Times,  to 

Charterhouse  Development 

Capital  for  £352m  in  October last  year. 

The  group  also  boasts attractions  in  Amsterdam 

and  plans  to  opens  wax  work 

museums  in  Las  Vegas  mid' 

New  York  in  the  US- :   * 

The  leisure  grixilfc  .bond 

offering  is  the  latest  tar  *; 

series  of  securitisatious  
by-  ' 

UK  borrowers.  .   v   v   ..-- 

Property  company  British 
L^nri  said  this  weds  it  was 

launching .   a   jEUHfcn  bond 

supported  by  the.  cash-flows 

such  as  rentals  from  propei'- ties  at  its  Broadgate  complex 

in  London,  the  largest'  deal 

of  its  kind. 

It  was  preceded  by  several  ., 

smaller  structured  financ- 

ings by  nursing  homes  and 

pub  groups  including  Wel- come Break.  Roadchef  and 

the  Unique  Pub  comparer-.1  -: 

Tussauds  Group,  hke'Brit- 
ish  Land,  was  teen  to  secure 

long-term  financing  -at  cur- rent low  rates,  a   conked 

quence  of  the  historic  low 

gilt  yields  that  have  reduced 

the  cost  of  funds.  
' 

“From  a   financing  point  of 

view,  normal  leverage  buy-  - 
outs  are  done  on.  seven  to 

10-year  financing  -   tnstxuf 

meats.”  said  an  official  dose-  - 
to  the  deal.  “With  this  secur- 

itised bond,  we  can  extend 

beyond  10  years. -To  access: 
that  you  have  to  show  you 
have  businesses  that  have  a   . 

long-term  future." 

Madame  Tussauds,  which 
is  more  than  100  years  old; 

reported  annual  compound 

growth  of  12  per  cent  during 

the  1990s.  However,  in  terms  - 
of  revenues.  Alton  Towers  is 

the  top  performer  in  the 

group. 

“Because  our  business  is  a 

long-term  one,  we  are  able  to 
ask  investors  to  take  a 

Long-term  view  that  is  not 

often  possible  in,  say,  high- tech  or  manufacturing, 

where  the  business  cycles 

are  different,”  said  an  offi- 
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Canada 12/90 5JB0 1005799 

*62 

_ 

-012 

-044 
-026 

maa 8000 1075000 451 
+052 

-054 
-027 -035 

Draantek ium 
9.000 

10858m 309 

-051 -0.10 
-035 -120 

1MB 
5000 1152800 *16 

+051 

-0.11 -078 
-088 

Roteal 
oom 

*000 

101.4500 
272 

-013 -028 -153 

94/09 5JB0 1077420 *04 

+052 

-0.13 -022 

-079 

tan 07/00 
*000 

1015600 258 

-051 -0.13 
-034 

-Ul 

04/06 
7250 

123.0700 349 +055 

-056 -0.22 -1.15 

(HRB *000 1005200 

364 
+054 

-056 

-0 19 

-093 

04ns 5500 110.1300 *85 +055 

-006 
-018 

-054 

Gwmny 05m 9000 10*3900 250 

■♦052 

-O.06 -021 
-1.17 

DMB GOOD 11*1000 
359 

♦053 

-057 
-023 

-159 

own 1750 89.4600 352 

+054 

-006 
-4120 

-153 

07/28 *750 90.1200 *91 +055 

-058 
-019 -058 

Bmaca 03/00 urn 1005600 855 

-0.15 -021 

-020 
-am 

01/09 
6300 

1(05500 380 

+052 

-0.12 -OIO 
-155 

Maad 10/DI 6500 1085800 250 +052 

-0.06 
-027 -151 

OlVDB RflQQ 1155000 

353 

+0.03 

-0.10 -027 
-108 

"My 

07/01 *500 1 03-3000 
2_B0 _ 

-0.10 

-023 

-1.80 

07/03 *500 1045500 124 

+053 

-056 
-023 

-1.47 

0909 
4500 

1037100 4.05 +0.04 

-050 
-018 

-008 

11/27 0500 1217000 
306 

♦058 

-057 
-013 

-047 

teyrea 1200 6.900 111.1480 020 +053 Jim 

-006 -036 

1240 *100 
1152350 

077 

+053 

-012 
-016 -039 

0808 
uno 102.7000 

1.48 

+005 

-0.16 
-024 

-016 

09/18 2-300 
99.1870 255 

+053 

-017 
-029 

-016 

Itetai  tunk mm 1006 1105700 250 +055 

-056 
-027 

-120 

07/09 3750 
BBJBOO 

358 +054 

-057 -017 
-085 

Haw  Intent 0201 8-000 1055347 *79 _ _ 

-029 

-3.19 

0701 
7X100 110.1333 658 

+055 

-004 
-023 -124 

tmwm 
0501 

7X100 1045000 

456 

- 

-055 -023 

+024 

0509 
6J500 1064500 458 

+055 

-an 
-029 -053 

PWtegal 0300 1375 10232m 2.79 +052 

-oio 
-015 

-1/42 

0808 9375 
1067400 

458 +055 

-058 

-014 

-OJ9Z 

aptea 
01A1 5JH0 1035700 

174 

+056 

-4L0B 
-024 

-152 

0709 DODO 
1075700 

*09 
♦055 

-025 -0.41 -OJJ3 

tank. 0900 
0500 

11250 
6500 

1675487 1175140 
198 

4.14 

-054 

-051 
-0.13 

-032 
-024 

-1.68 

-152 

SMteoknd OHO 
4500 

1037500 

1.16 
+053 

-0.14 
-027 -0.74 

0108 *250 118/5500 115 +003 

-0.11 
-00* 

-080 

» um 
7000 

1031000 

4B8 
+055 

+0.13 

-003 
-1.72 

1203 8500 
107.7800 

452 

♦056 

+059 

-007 
-123 

1209 
5.750 

1112100 
*42 

+053 
-051 

-0.13 

-123 

12/28 
exxn 1S5500 

*43 

+051 

-0.82 -0.12 -124 

m 01/01 4500 092179 *96 
+O.B2 

-051 

-11  nit 

-084 

mm 
4750 

905708 301 
+0.06 

+053 

-ao7 -0.71 

11/08 
*750 973428 310 

+005 

-053 -050 -063 

02/29 5290 964044 330 

+055 

-052 

-004 

-048 

■   NOTHNU.  EDBO  BONO  RITUIES  (UHTF)  £100.000 

Open  Sett  price  orange 

Jut  9659  9654  -031 
Sep  -   96.16  -051 
■   IONS  TEW  HH0  BOB  OPIUMS  (MATT) 

Ugh ss.es 

LON 

9620 

EbL  WL  Open  It 

32388  74,755 

Apr  12 21  01UIES 

Pac  Bet iff  Td 

CUE 

Strta 
Price 

83 
84 
95 
88 

May 

CALLS  — 

Jun Jd 

Hay 

—   Fins  — 
Jib Jd 

273 2.04 . 052 

0.14 

1.79 

158 

- 058 028 
096 ITS - 025 054 
027 068 - 056 

057 

;■  RMANCMLS GECC 
Banc  Orta 

OHAi 

Eti.  WL  ml  CNs  3   ftn  26  .   ftona*  mfi  apa  W.  Cjfc  r J50  Pin  <306 . Germany 

■   NOmiM.  EUBD  BUND  fflURESfEUREX)  €100300  IOOBsoMOM 

■   indiums 

WMXTadl MM  Mast 

Dayton  Hud 

Open  Sett  price  Change  Mon  low  EsL  vrt  Open  tat 

JUO  118.00  115.66  -0.43  11636  11555  5563*0  558390 
Sap  11533  115.87  -038  11604  115.75  1361  17371 

■   MOnMML  EURO  BUD  (BOBL)  HIIURES  (BJHSQ  €100,000  lOOffle  d   100* 

FHLMC 

SUM 

FMMA 
FFC6 

Sett  price  Cttnuje 

10355  -0.11 10938 

tew 

10931 
EH  ml  Open  H. 
198,102  261318 

Open 

Jon  109m 

Italy 

■   NOTIONAL  mUJUW  GOVT.  B0N9  (BIT)  FITCHES  (LFPQ*  Ua  200m  1008a  of  100% 

■   aSBYEU) 

Stom  Quit 

AKSJ 

Paata 

Red 

S   8   P 

Bid Bid 

chge 

chge 

» 
date Ooopn 

Rating 

price 

yield 

|U 
rid 

tarts 

07/02 

725 

AA- 

104.8335 

558 

+054 

-0.11 

+558 

06/25 

7.00 

A+ 

1001078 B58 - 

-059 

+153 

05m 850 

BBS 

113.7399 

6.01 

♦001 

-0.19 

+097 

05/07 8.75 AAA 
118.7405 

551 

_ 

-020 

+077 

08/02 725 A 10*4679 5.73 +053 

-OIO 

+523 

01/18 655 

A- 

95.4515 

7/40 

+051 

-020 

+155 

04A9 
625 

BBB+ 

kxloooo 559 

-0.14 

-033 

+051 

05/02 

6.75 AA 

1035922 

632 +054 

-OIO 

+032 

06/21 B.70 

A- 

1325429 650 

+051 

-053 

+135 

0MJ7 7.14 m 
100.1488 

559 

-on 

♦055 
03/00 750 m 

102.1102 

557 

-051 -016 

+055 

02/18 855 m 1325673 650 +051 

-ooa 

+055 

06(06 

855 N/A 1141735 

664 

- 

-058 

+050 

02m 958 B 

1015750 

050 _ _ _ 
12/01 ai3 

B8- 

1075000 

050 - - - 

06/04 

1075 

B- 

985000 

050 - - - 

Iff  UhL  SMM  &   tar't  raster*  Yteta  jM+avual  task Sons:  Unacdre  taNFT  Mmtn 

Jun 
Open  Sett  price  taiga 

11534  114.79  -032 

Htfl 

115.06 

Lon 

11439 

EsL  w(  Opan  H. 

6026  37181 

Spain 
■   NOTIONAL  SHUHH  BOM)  FUTURES  (MEfF)  £100000 

US  INTEREST  RATES 
Latest 

Jin 

UK Open 

99.41 

Settprtce  Change 

99.10  -038 
98.43 

LM 

9835 
Eti.  wL  Open  fed. 
21370  18331 

■   NOnOHAL  5   YEAR  fflLT  HITCHES  (LtfFQ  £100300  1000*  oM  00% 

Treasury  Sis  and  Bond  Views 

One  monfli   -   Two  yew   
7V  Tw  monte     -   Urea  year   
6>2  Three  Data     430  Free  ymr       

4k  Sana*   4.49  10-yew 
FetUnds  at  kdenenttn  •   One  year     463  30-yew 

Bntar  loan  rate 
FMJmfe 

_   494 

4.H5 

-   500 

5.09 

5.48 

Daft 

Mai’s 

Spread 

Red S   8   P m 

Bid 

dige 

digs 

i 

Apr  13 

data 

Coupon 

tong 

price 

rid 

rid 

rid 

Com 

as 

■   -.  .■ 

m 04/07 7.2S0 AAA 

1095894 

538 

+0.08 

-058 

+024 
ABN  AaiD 

06/07 7.125 

AA- 

1045581 634 

+055 

-057 

+128 
Quebec 

01/07 

7.000 

A+ 
106.0737 

6.01 

+056 +052 

-   +055 

CHcorp  FFN 02/04 

5566 

AA- 

995971 

5.10 

+056 

-0.11 

+0.15 

■   GS 

.... 

Bays  L-flk 

08/04 

9.500 

AM 

1185395 

531 

-052 -03B 

+022 

Toronto  (U  d) 

05414 8500 AA+ 1166652 530 

-051 

-034 

+021 
Bed  Canada 07/99 

10525 

A+ 1012626 5.05 _ 

-038 

+128 

Detibche  B   FRN 
09/02 

5575 

AA+ 

101.4232 

5.41 

-051 
-032. 

+038 

■   £ 

.   v   ZL 

.vJ--’'
 

BB 12/07 

7.625 

AAA 

1165500 

526 

+053 

-053 

+050 

Dreackwr  Bk 

12/07 

7.750 

AA- 

111.4869 

650 
+053 

-056 

+130 BrUsh  Gas 

03/00 

7.625 

A+ 

1015000 

532 

+053 

+052 

+0.73 

Abbey  Nat  R« 02/02 

5587 

AA 

993946 

431 

+0.03 

+052 

♦0.18 

■   SB 

-V' 

BB 01/08 

3.750 

AAA 

1043325 

3.11 

+052 

-055 

+032 

Brit  CUumUa 

02/02 

33S0 AA 

104.1658 

1.74 +051 

-0.19 

+024 

Hydro-QuatMC 05/01 

6.750 

n/a 

1085732 

231 _ 

-026 

+152 

Gen  Bed 

09/01 

1280 

rite 

99.7375 

1.30 

♦O.01 

-022 

+051 

■   YEH 

BRD  (World  Bk) 

03/02 

5250 

AAA 

114.0658 

0.41 

+0.03 

-056 

-053 

Spate  (tangdoml 
03/02 

6750 

AA+ 

1164881 

0.43 

+053 

-050 

-051 

Cred  Fonder 

08/02 

4.750 A 

112.4749 

031 

+053 

-058 

+047 
AriyfflqjoO 

07/99 0.516 AA 

1005215 

0.14 

+057 

-055 

+051 
■   AS 

•   - 

’   > 

-.  .   .   - 

BRD  (World  Bk) 

cans 

6500 

AAA 

1035424 

5.48 

+0.10 

-032 

+022 
RwSUi  WateaTr 

05/06 8500 n/a 

1055784 

553 

+0.11 

-020 

+036 S.  Aus  Gov  Rn 
08/03 7.750 AA 

1063641 

5.48 

+059 

-036 

+057 

054/1 

9.000 

n/a 

1072568 

525 

+056 

-0.42 

+056 

Stated  4   Poors  ramp  YMfc  Local  i 
Sun  lamatai  oaMT  ntaokn 

0pm 

Mflh 

Low 

Sea  price  Change 

Jai  -   108.18  -036 

Sap  106.18  -008 

■   N0IXMU.  OK  QLT  RIMES  (LPTEy  £100300  1008a  0(  100% 

EaL  ml  Open  fnt 
0   0 
0   0 

UK  BONDS 

Open 118.17 

w 
118,44 

Low 

11730 
dose  Change 

Jon  118.17  11736  -029 

Sep  -   117.70  -037 
*   UR  tens  am  rata  oa  HPT.  M   Open  bona  fip.  an  ter  man  tey- 

■   LONG  GUT  FUTURES  OPTUS  (LUTE)  £100300  IQOtbs  id  100% 

EtL  ml  Open  It 

22980  82430 0   0 FTSE  Actuaries  Government  Securities 
Men  tetana  Tub  Day's  Accrued  xJ  ad)  Total 

means   aw  13  chge  %   Watwi  yw  Return 
12137  -009  233  225  120936 1   Up  b   5   yaws  [151 

tesatai  % 

YMd  Veers  WelgM 

4.79 

Index -faked 

230  3337 

SKa —   CRUS  - 

    Pins  - 
    2   5-10  yores  (1TJ 17156 

-017 

295 207 

1341.48 

459 532 

Pita 

Jun 

Sap 

Jin 

Sep 

3   10*15  ye»  (7) 
185.76 

-ai  a 

221 144 
146547 

4.53 

866 

1338 

11700 1.48 258 050 138 

4   5-15  years  (18) 175.33 

-0.17 

273 
138 137754 

456 

6.72 

4328 

11750 1.17 131 (LED 1.01 
5   Owr  15  yeres  (4) 

23287 

-039 

339 

123 

159155 

452 

1135 

2237 
11000 039 157 031 137 

B   bredeemaUM  (4) 

32555 

-02S 

4.19 

221 

190226 

454 

21.75 

0.79 
11BED 039 134 

121 

214 

7   Al  state  (41) 
16633 

-0.13 

238 203 

136271 

457 

652 10050 
11900 051 1.15 

153 

245 
11050 033 057 

135 

277 
•arid  tadees  Apr  13  Apr  12  Tt  ago YMd  bntoai 

Apr  13  Apr  12 

Yf  ago 

1   Up  to  S   ya»i2) 2   Owr  5   yearafi) 

3   5-15  years  (5) 

4   Over  15  yeas  (4) 
5   AB  stocks  (III 

UK  Indices 
Toe  0eys  Accrued  nf  adf  Total  % 

_Aff  13  age  %   Interna  ytd  Retem  Weight 

1-28  1 18339  1430 
174  146037  85.40 1,5  Z-32  134836  4234 

"J®  *■«  320  156639  4227 

2Ga70  -036  1.16  2.48  142022  10030 

Heal  yield 

—   hfiatan  0%  — 
Apr  13  to  vm  Apr  «   w   ^   age 

ul  mi  m   cam  oo  pim  zzoi  pmdh  ran  ana  a.  cam  ins  nos  mao 

US 

hg  *   Nm  1M  raUday 

l   rate  atefOrtataatead  ttod  ends. 1 

SflBtw  neractre  DBafT  Mnafcn 
i   Nun  to  Uy  andada  «ngag  tax  at  125  per 

■   US  TREASURT  BO®  FUTlfflES  (C8T)  SI 00300  32ndSOl  100% 

10  YEAR  BBVCHMARK  SPREADS 

Apr  » 
Bk) 

VMd Sffaad 
«a 

Euras 

Spread 

m T-Bonb BU 
feftf 

Speed 
IB Euras 

Spread 
w 

T-Banda 

Ausnato 530 +1.50 +020 Manwkrak 334 
+0.14 

-1.18 

A*trU 339 +0.19 

-i.ii 

NenZWand 537 

+137 

+057 
Betan 459 +020 

-1X11 
Norway 

438 

+088 
-0.42 

cttob 
*92 +1.12 

-0.18 

Pnrtelpl 

458 

+028 

-152 

Demnarit 4.1S 
+036 

-034 

Spate 

*04 
+024 

-15B 

Rdsnd 454 
♦024 

-156 

Sweden 420 
+040 

-050 

France 
333 

♦013 

-1.17 

sataeriand 238 

-1.42 -0.72 

flomny 
330 - 

-130 

UK 4.47 +037 

-033 

Beece 

534 

+2.04 
+074 

US 5.10 

+130 

Wand 
336 +0.16 

-1.14 

Snaac  H note  Dbb/r  Mnm 

w» 

*07 +027 

-153 

Lawn  doing.  ■   toetakctatog 

te»n 

159 

-221 

-351 
Anaatad 

yui  mas. 
EMERGING  MARKET  BONDS Dayl 

Male 

Spnl 
fed SAP Bkj 

cap 

etae 

*8 

Apr  13 
dtia  CDupn 

Rtapg 

price 

•m 

rid 
rid 

US 

■   ■   BUM 

t..  •   ••  • 
Grata 02/02 7500 

BBS- 

925500 
105S 

-008 

+138 

+539 

Poland 
07W4 

7.123 

88B- 

10*0000 
8.19 +O.05 

-027 
+1.18 

Rustie 06417 10500 nlta 323000 
3616 

-235 -SJ0 

+31.10 

■   IjnMAMBdCA  . 

fiigeSte 0977 9750 BO 
873400 

11.16 

-020 
-4151 

+5.70 

Baa 05/27 10.125 

B+ 

78  71 00 1257 

-049 

-239 

+751 
lh*n 05« 

11500 

88 

1195000 
953 

-028 
-058 

+459 

•   ASA- 
Ota 07/06 7.750 BB&+ 1035297 

7.1  D -054 -057 

+25S 

PWPltas 
10/10 0.750 B8+ 355000 

934 

-057 
-051 

+4.10 

THand 04/07 7750 

B8B- 

1032388 

721 

♦056 

-037 

♦215 

■   MBOUnODLEEAST 

LflbaaDO D7A» 9.125 

08- 

1015717 75S 
+0.06 

+033 

+274 

SretiiMrtca tone 8275 

BB+ 

100.1369 
B35 

+025 

-«22 

+330 Tntay 

09/07 
10500 B 

945000 11.11 

-0.19 -058 

4«05 

■   BBADY  BOCCS 

AwrtRO 03/23 5.750 BB 715750 835 

-056 -029 

+3.47 Brazl 04/14 5500 

8+ 

87.7500 
1237 

-0.42 -1.70 

+7.17 

12/19 
62S0 

BB 

803750 B24 

-058 
-030 

+254 

vmsatiB 03/20 6750 

B+ 

693250 
1032 

-034 
-052 

+550 

Open 

lnm«a 

□mge 

H0 

tew EsL  ta. 

Open  It 

Jai 

123-02 122-2S 

-O-09 

123-09 
122-23 

207514 

557.703 

Sep 

122-23 122-10 

-0-09 

122-26 
122-10 

4.751 
4059B 

Dec 

Japan 

122-00 
477 

3.999 

5   yra 

10  yre 

15  yra 

20  yra 

Corjpo*  Bands; 

436  4.62  BJC  .   .   t 

435  432  5.77  ™ 7 

433  432  5.71 

433  432  5.70  15  ps 

Madteir  evnfl.%,  Mgir  M   aw.  1   FH  tMl  «   ta  n   dm 

434 

434 

434 

453 

553 

Up  lo  5   yra 

2.89 322 

258 

356 

432 

5.72 

Over  5   yrs 

1.79 

1337 

1.78 299 

453 

5.B3 

5-15  yrs 

153 065 

152 

3.10 

Owr  15  yra 

1.77 

17.13 

1.76 

254 

AI  State 

153 

1152 
153 

35(1 
FT  Fixed  Merest  Indices 

  4pri3  hr  12  4pr9  4pr8  Apr  7   fiapi M*r  law 

GhL  Secs. B   FTSE  tom (   114.19  114.44  11439  114.15  11425  1053 

I   tteim  M   rtofcresenn  -   to  im  tewwu  Serulto  ! 

117.17  9331  PM  Wares, 

i   3   tom  mi  7M«.  Hr  i 

■   HOIWBML  UW6  IBM  JAPANESE  GOVT.  BOD  FUTUBS  flJFFE)  HOOm  100IH  of  100% 

Open 

Settprtce 
Change 

Fflgti 
tew 

EsL  wl 
Open  taL 

Jun  13356 
13339 

- 13350 
13339 

994 nta 

Sep 

Euro 
13253 * - - 0 

n/a 

■   €   BOND  R7I0REE  (MA7F)  €100500 

Opoi 

Salipta 

Oange 
Mgh 

tew EsL  nL 

Open  koL 

J at  10950 
10931 

-054 

10950 

10950 

1 20 

■   H0TKMM.  ttt  SWAP  RJTUR5  BOTE)*  5yr  *0%  C100.D00  lOOtnot  100% 

op* 

Sett  pita 

Change 
Htfl 

tew 

Eat.  wl 

Open  to. 

Jun 

10224 

■0.10 

- - 0 

214 

■   WKMAL  BB  SWAP  RIIUBB  fUFFQ*  10yr  45%  €100,000  1«ttaoriOO% 

Open 

Sett  pita 

Change 

m tew 
EsL  nl 

Op*  ML 

Jon 

10151 

-035 

- - 0 367 

UK  GILTS  PRICES 

1811/3/751  Rod  i°tag  rgi  aw , 

r   Hmto  ptaare  ter  FTSE  UtoaUwji  an  et7t  isda 

  <ns^n  130.43  1 1 ■   1»45  GZm«|.  tor  5633  071/1*  I 

Hates 
„.YMd_ 
H   Rad 

Meat  +w- 

Steaw*  (Uns  mb  Hn  Taata) 
InoaiPtfe  teay  1045  U7  10031  DO  -aan 
Trm6pcl99B   LSD  436  1013400  -3100 
Com  IOMic  1993.     9 94  495  103.1200  -3300 

Traai  BlgPC  2000   028  431 
Conrapeano   a. 70  4jg 

■   hated  OB  m   poor »   tokg  aa  UFFE  comecttm  an  laisn.  AS  apaa  Hares  !».  »   to  dkmu  rby 

INTEREST  RATE  SWAPS 

4ff13 

Eta-E  E   Sflg  swfr  (JS  S 
UttNUHMIlINi 

Trees  i3pc  2000   1135  490 
Trees  Bpc  3300     733  431 

Tnas  FOg  Rata  2001     -   - 
Tm»l  Ope  2001       9.18  433 
Cm  9h9c2001   f   837  431 
Dim  94i|K  2001   i   832  430 
Trees  7pc  2001   088  434 

EM 
CmlOpe&OZ   &   676  435 
Trem7)xaxs     858  4.78 

1   VBT 

2.74 

277 S33 538 120 124 
5.19 
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CURRENCIES  &   MONEY 

Market  settles  after  Kosovo  euro  blip markets  ROW 

A   brief  flurry  of  excitement caused  the  euro  to  skitter 
down  below  $1.08  yesterday 
after  stories  emerged  of  Serb 
troops  crossing1  the  border 
into  Albania. 
But  the  currency  swiftly 

turned  around  as  the  incur- 
sfon  proved  short-lived,  reas- 

suring the  markets  that  the 
incident  was  more  likely  to 
be  a   border  skirmish 
the  start  of  a   ground  war. 

The  euro  dosed  at  the  end 
of  London  trading  yesterday 
at  Si .079,  little  changed  from 
the  start  of  trading. 
The  fell  gave  the  market 

something  to  think  about  on 
an  otherwise  fairly  stultify- 

ing day  In  the  markets,  as 
the  lack  of  direction  in  the 
large  currency  pairs  was 
confirmed  by  option  volatili- 

ties across  the  board  sagging 
further  downwards. 

The  non-event  of  Monday’s 
dollar  collapse  that  never 

canw  was  also  confirmed. 
Traders  said  that  when  the 
Dow  rose  in  its  first  few 
hours  of  trading  yesterday, 
the  idea  was  finally  dis- 

patched that  the  Compaq 
Profits  warning  would  be 
enough  to  spark  the  long- 
awaited  collapse  in  us  equi- ties and  toe  dollar. 

Meanwhile  the  other  pre- 
dictable currency  victims  of 

Kosovo  tension  also  had  a 
vuuwais  quart  dTieure.  The 
Greek  drachma  had  a   quick 
dip  below  the  key  Dr325 
level  against  the  euro  before 
coming  back  up  for  air.  and 
the  Hungarian  forint  drifted 
lower  against  its  basket. 

■   Another  disaster  which 

felled  to  happen  was  Ww*  pre- 
dicted meltdown  in  the  Bra- 

zilian Real  after  it  was  deval- 
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ued  earlier  tw*  year. 
After  the  Rea]  plunged 

below  moo  against  the  dol- 
lar in  the  immediate  after- 

math  of  the  cut,  currency 

analysts  reached  for  their 
thesauruses  and  starting 

looking  up  hyperbolic  syn- 

onyms for  the  word  “crisis". 
But  yesterday  the  cur- 

rency reached  another  mile- 
stone in  its  crawl  back 

towards  respectability,  rising 

above  the  RJI.70  level  as 

supportive  public  sector  fis- 
cal data  were  released.  The 

figures  suggested  that  the 

IMF  primary  budget  surplus 
target  will  be  met,  and  that 
the  Impact  of  interest  rate 
cuts  reducing  debt  service 

charges  more  than  offset  the 

effect  of  devaluation  on  dol- 
lar-Iinked  public  debt 

By  the  London  close  the 
Real  was  at  R$L6S75. 

Analysts  said  that  the  rise 
reflected  repatriation  by 
domestic  investors  more 
than  a   flood  of  international 

money,  but  that  it  still  boded 
well  for  future  interest  rate 

cuts  and  fiscal  consolidation. 

“This  Is  the  typical  Brazil- 

ian pattern  of  market  posi- 
tioning ahead  of  a   central 

bank  meeting,"  said  Gene Frieda,  head  of  emerging 

markets  at  the  consultancy 
4Cast  In  London. 

“The  Real's  recovery  indi- 

cates that  the  common  view 
that  inflation  is  the  primary 

mover  of  currency  changes 

may  have  causation  back  to 

front,"  he  added. 
But  Mr  Frieda  warned  that 

the  Real  remained  vulnera- 

ble to  changes  In  sentiment “Most  of  the  recent  flows 
into  the  currency  are  short 

term,*  he  said.  “However, 

the  currency  should  be  well 

supported  for  at  least  the 
next  month,  since  the  cen- tral bank  has  plenty  of 

reserves  to  support  it” 
■   The  recovery  in  the  Real 
has  raised  the  intriguing 

possibility  that  emerging 

market  crises  can  be  weath- 

ered by  the  large  currencies. 
Some  in  the  market  have 

said  that  the  Brazilian  expe- 
rience suggests  that  some 

untoward  event  like  a   Chi- 
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nese  devaluation  might  not 
be  disastrous  for  global  risk 

appetite  and  the  dollar. “It  is  all  relative,  but  there 

has  definitely  been  an 
increase  In  risk  appetite 

recently,  certainly  from  the 

very  low  levels  we  saw  in 
January,"  said  one  analyst 

yesterday.  “Emerging  mar- 
ket bond  spreads  are  coming 

down  and  there  has  been 

interest  ova-  the  last  couple 
of  days  in  currencies  such  as 
the  rand  and  the  Mexican 

The  rand  hit  a   two-month 
high  yesterday,  closing  at 
R6.12  against  the  dollar. 

Tun  Fox  of  Standard  Char- tered in  New  York  said  that 

although  problems  remained 

in  countries  such  as  Colom- 
bia and  Venezuela,  selective 

investor  interest  in  Latin 
America  had  returned. 

Other  participants  said 

that  although  investors  con- 
tinue to  fight  shy  of  emerg- 

ing market  equities,  some 
interest  in  high  yield  debt 

had  returned. 
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African  fish  exporters  protest  against  EU  ban 
By  Mart  Turner  in  Nairobi 

East  African  fish  exporters 

trill  today  protest  in  Brus- 
sels against  an  EU  ban  on 

Lake  Victoria  fish  exports 

that  was  adopted  by  the 

European  Commission  on 

Monday  following  reports 

that  fishermen  were  catch- 

ing Tilapia,  an  East  African 

fish,  contaminated  with  pes- 
ticide harmful  to  humans. 

The  EU  announced  the 

temporary  ban  for  Kenya 
and  Tanzania  following  a 

self-imposed  Ugandan  ban  In 
late  March. 

“Some  cases  involving  fish 

poisoning  have  been 
reported  to  the  Commission 

by  the  Uganda  authori- ties . . .   suspected  to  be 
caused  by  the  presence  of 

pesticides  in  the  water  of  the 
lake,"  the  Commission  said 
on  Monday. 

"The  Uganda  authorities 
have  taken  precautionary 
measures.  Nevertheless. 

Kenya  and  Tanzania  share 
the  Lake  Victoria  waters. 

Randgold  to 

develop  Morila 
By  Victor  MaUet 
hi  Johannesburg 

Randgold  Resources,  the 
London-listed  subsidiary  of 

South  Africa's  Randgold  & 
Exploration,  has  decided  to 
go  ahead  with  the  develop- 

ment of  the  low-cost  Morila 
gold  mine  in  the  west  Afri- 

can state  of  Mali  after  a 
favourable  feasibility  study. 
Roger  Kebble,  chairman, 

and  Mark  Bristow,  managing 

director,  expect  the  mine  to 
restore  the  fortunes  of 
Randgold  Resources,  which 
made  a   net  loss  of  $9.18m  in 
the  December  quarter  and 
has  struggled  to  find  favour 
with  investors  since  it  was 
listed  two  years  ago. 
The  feasibility  study, 

audited  by  Resource  Service 

Group  of  Australia,  esti- 
mates proven  and  probable 

gold  reserves  of  3.33m 
ounces  at  the  site,  and  puts 

Morila's  total  resources  at 
4.45m  ounces. 
Projected  cash  operating 

costs  are  S133  per  ounce  -   or 
$153  including  royalties  to 
the  Mali  government.  The 
audit  accepts  Morila  will  be 

“relatively  insensitive  to 
negative  changes  in  the  gold 

price".  Rights  to  Morila  and 
other  Malian  assets  were 

bought  from  Australia's  BHP 
in  1996. 

N.M.  Rothschild  &   Sons 

has  agreed  to  arrange  proj- 

These  countries  have  taken 

precautionary  measures 
but . . .   [they]  are  not  enough 
to  assure  the  safety  of  the 

fishery  products." 
The  move  follows  previous 

EU  bans  over  salmonella  and 
cholera  scares,  which  were 
later  lifted 
Tanzanian  processors  con- 

test the  decision,  arguing 

that  they  have  tight  controls 
and  that  there  is  no  evidence 
that  Nile  Perch,  the  fish 
mainly  exported  to  Europe 
and  which  lives  In  deeper 

waters  than  Tilapia,  have 

been  affected. 

They  also  argue  that  the 

European  Union  has  not  dis- 
tinguished between  the  dif- 

ferent parts  of  Lake  Victoria, 
the  world's  second  largest 
freshwater  lake. 
"Our  view  is  that  the  EU 

did  not  do  sufficient  work  on 
this."  said  Harko  Bhagat. 

chairman  of  the  Lake  Victo- 
ria Pish  Processors  Associa- 

tion in  Tanzania,  who  will  be 

pressing  his  case  today.  Ken- 
yan processors  also  deny 

any  evidence  of  Nile  Perch 
poisoning. 
Ugandan  exporters  have 

expressed  anger  at  a   lack  of 
government  controls,  which 

they  say  contributed  to  the 
crisis.  “To  be  honest.  1   think 
the  ban  is  fair.  I   believe  the 

fish  poisoning  is  a   result  of 
the  government  not  putting 

in  force  its  quotas.”  said 
Farooq  Makubuya.  the  man- 

aging director  of  Uganda 
Marine  Products. Tanzania  and  Uganda,  in 

particular,  stand  to  suffer 

ect  finance  for  the  mine, 

which  is  expected  to  cost 
between  $75m  and  Slllm  to 
develop.  Predicted  payback 

time  for  the  capital  expendi- 
ture is  a   mere  10.5  months  - 

partly  because  the  higher 
grade  oxide  near  the  surface 

will  be  processed  first  -   and 
the  internal  rate  of  return  is 

put  at  51  per  cent.  Produc- 
tion should  begin  by  Janu- 

ary 2001. 

Randgold  Resources'  other main  operation  is  also  in 

Mali,  at  Syama.  Gold  produc- 
tion there  is  forecast  at 

270,000  ounces  for  the  cur- 
rent calendar  year  and  the 

company  says  Morila  will 
have  a   similar  output  over 
its  10-year  life,  but  at  a   much 
lower  cost 

“Syama’s  just  the  fly- 
wheel. This  is  going  to  make 

the  business.  This  is  going  to 

make  the  company,”  Mr  Keb- ble said  yesterday. 

Morila’s  output  will  also 
help  push  Mali  into  the  top 
three  African  gold  produc- 

ers, after  South  Africa  and 
Ghana,  Randgold  says. 
•   Resolute,  the  Australian 
gold  mining  company, 
announced  yesterday  that  it 

would  pay  Ghana’s  Ashanti Goldfields  $39m  for  the  50 
per  cent  stake  in  the  Golden 

Pride  gold  project  in  Tanza- 
nia it  does  not  already  own. 

and  interests  in  a   number  of 

adjacent  prospects. 

Australian  sugar  shaken  by 

change  in  trade  flows 
Competition  is  threatening  the  industry,  writes  Stephen  Wyatt 

The  Australian  sugar 
industry  is  under  threat 
from  a   shift  in  the  pat- 

tern of  global  sugar  trade 

flows,  collapsing  world  sugar 
prices  and  extremely  wet 

weather  in  its  main  sugar- 

growing state,  Queensland. 
“The  shift  in  the  pattern  of 

trade  flows,  caused  by  Rus- 
sia's withdrawal  as  an 

importer  late  last  year  and 

Brazil’s  continued  expan- 
sion. have  increased  global 

competition,  with  Brazil  and 
other  producers  entering 
some  Queensland  markets 

for  the  first  time,”  says 
David  Rutledge,  chief  execu- 

tive of  Queensland  Sugar 

Corporation. 
“The  marketplace  has 

changed  and  the  [Australian 
raw  sugar]  Industry  must 
respond  to  these  changes  If 

it  is  to  remain  competitive," 
he  says,  stressing  the  need 
to  improve  quality,  shipping 
and  supply  flexibility  and 

push  for  reform  in  the 
highly  protected  economies 
of  the  US,  the  EU  and  Japan. 
At  the  moment,  however, 

Australian  sugar  traders  are 

squarely  focused  on  what 

they  perceive  as  their  big- 
gest threat  -   Brazilian  sugar 

exports  to  Asia.  The  sugar 
harvest  in  Brazil  has  just 

begun  and  its  exportable  sur- 

plus is  projected  to  be 
around  9.5m  tonnes. 
Australia  exported  4.5m 

tonnes  of  sugar  in  1997/98 

making  it  the  world's  second 
largest  sugar  exporter,  after 

Brazil.  Sugar  is  Australia's fifth  most  important  farm 

export  generating  A$1.66bn 

(US$1. 05bn)  in  export  reve- nues In  1997/98. 

Brazil's  sugar  exports  have 
exploded  during  the  1990s, 

especially  from  the  centre- south  of  Brazil  Before  1990 
this  area  did  not  export 

sugar  but  produced  sugar  for 
domestic  ethanol  production. 
Now  the  region  is  expected 
to  export  about  7.5m  tonnes. 
A   lot  of  this  sugar  will 

now  go  into  Asia.  “For  the first  time,  Brazilian  sugar 

[is] . . .   competitive  in  the 
Asian  region,"  says  Mr 
Rutledge.  This  is  because 
freight  rates  Into  Asia  have 

fallen  as  a   result  of  Asia's economic  slowdown. 
Brazil  has  traditionally 

exported  to  Russia.  West 
Africa,  India  and  the  Middle 
East.  It  has  rarely  competed 

directly  with  Australian 
sugar  but  now,  with  Russia 
virtually  out  of  the  market 
and  with  lower  Asia  Pacific 
freight  rates  opening  up  Asia 
to  Brazil  Brazilian  sugar  has 
flooded  into  Asia. 

badly  from  the  ban,  with 
fisheries  the  third  largest 

export  earners  after  coffee 
and  tourism.  Tanzania,  for 

example,  exports  $S5m  of 
Lake  Victoria  fish  a   year  to 

Europe,  and  each  day  of  the 
ban  is  costing  it  more  than 
$200,000. 

fish  poisoning  has  become 
a   highly  political  issue  in  all 
three  countries,  after  a 
series  of  lurid  press  reports 

alleging  that  consumers  had 
died  from  eating  contami- 

nated produce.  Local  prices 

have  plunged,  devastating lakeside  communities,  and 

local  politicians  are  fighting 

what  they  claim  to  be  deli
b- erate misinformation  by 

their  opponents. 

Ranieri  Sabatuchi,  a   Euro- pean Commission  official  in 

Tanzania,  says  that  today'
s 

meeting  will  give  East  Afri-
 

can processors,  governments 

and  EU  officials  a   chance  to 

assess  the  extent  of  the  poi- 
soning and  to  define  the measures  necessary  to 

remove  the  ban. 

The  floating  and  subse- 

quent collapse  of  the  Brazil- ian currency,  the  Real,  in 

January  has  also  made  Bra- 
zilian sugar  3 2   per  cent  more 

competitive. In  short  the  East  Aslan 

sugar  premium  -   the  price 
premium  in  Asia  to  New 

York  sugar  futures  -   has fallen  from  25  US  cents  per 

pound  in  1996,  when  freight 
rates  were  high,  to  around 
0.75  US  cents  per  pound. 
For  the  Australian  sugar 

industry  though,  there  is 
another  problem.  It  is  facing 
this  increasing  competition 
just  as  world  sugar  prices 
collapse. 

Prices  have  fallen  40  per 

cent  so  far  this  year  and  last 
week  July  New  York  sugar 
futures  hit  5.03  US  cents  per 

pound,  the  lowest  since  Sep- 
tember 1985. 

Also,  the  Australian  sugar 

crop  for  the  past  two  years 
has  been  seriously  damaged 

by  wet  weather,  flooding  and 

this  year  by  February’s Cyclone  Rona.  The  sugar 

crop  for  1998/99  is  forecast  by 
the  Australian  Bureau  of 

Agricultural  and  Resource 
Economics  to  Call  to  457m 

tonnes  from  last  year's record  5.57m  tonnes. 
In  addition,  it  forecasts  the 

coming  weather-damaged 
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For  the  first  time,  Brazfflan  sugar  Is  competitive  m   the  Asian  region 

1999/2000  crop  (harvested  in 
May  this  year)  only  to 
recover  marginally  to  55m 

tonnes. “What  is  happening  Is  a 

double  whammy.  Growers 
have  suffered  from  both  low 

prices  and  a   lot  of  rain.” says  Ross  Chapman,  deputy 

general  manager  of  Cane- 
growers  -   a   body  represent- 

ing Queensland  sugar  grow- 

ers. 

The  likely  price  for  this 

year’s  (sugar)  harvest  will  be 
below  the  industry's  cost  of 
production  and  about  30  per 
cent  of  the  crop  has  been 
significantly  damaged  by 

heavy  rain  and  floods,  says 
Mr  Chapman. 

Canegrowers,  on  behalf  of sugar-cane  farmers,  will  be 

applying  to  the  Australian 
government  for  "exceptional 

circumstances  grants", which  would  give  growers 
access  to  unemployment 
benefits. 

Forward  sales  and  hedging 

In  the  futures  market  when 

sugar  prices  were  reasonable 
in  1998  by  Queensland  Sugar 
Corporation,  the  statutory 
corporation  that  has  an 

export  monopoly  on  the  mar- 

keting of  Queensland’s  raw sugar,  secured  prices  of 
around  AS350  a   tonne.  Next 

year,  however,  sugar  grow- 
ers will  begin  to  feel  the 

pinch. 

Jump  in 

Brazilian 
coffee 

exports 
By  Paul  Sotoian,  Bohert  C

orabie 

aid  Gffian  O’Connor  .     

Brazil  came  dose  to  tripling-
 

its  coffee  exports  last  month
, 

encouraged  by  the  dev
alua- 

tion of  the  Real 
The  world’s  largest  coffee 

producer  exported  60kg bags  last  month,  180  per  cent 

more  than  in  March  1997, 

Brazil's  two  coffee  associa- 

tions said.  They  are  forecast- 

ing exports  of  1.7m  bags  this 

month.  _   , 

This  was  not  so  for  El  Sal- 
vador. whose  coffee  ship- 

ments between  October  and 

April  fell  G2  per  cent  com- pared with  the  same  period 

last  Mason.  It  suffered  big
- crop  losses  after  being  hit  by 

Hurricane  Mitch. 

Coffee  prices  were  little 
moved  in  thin  trading  yes- 

terday. the  most  active  May 

robusta  contract  on  the  Lon- don International  Financial 

Futures  and  Options 

Exchange  ending- at  $1,477  a 
f-Anno,  down  $6  from  Mon- 

day’s close. 

Raw  sugar  prices  suffered renewed  losses,  slipping 

below  Monday’s  11%-year low  of  5.25  cents  a   pound:  In 
mid-day  trading  on  New 
York's  Coffee.  Sugar  and 

Cocoa  Exchange,  the  May 

contract  stood  at  5.10  cents. 

Oil  prices  continued  to 

firm  yesterday,  with  the  bell- wether May  Brent  futures 
contract  quoted  at  $15.17  a 
barrel  in  late  trading  on  Lon- 

don's International  Petro- 
leum Exchange.  Concern 

about  a   possible  escalation 
of  the  Kosovo  conflict  helped 
boost  prices,  according  to traders. 

The  news  of  clashes  In 
Albania  involving  Serbs  also 
helped  firm  the  price  of  gold. 

Copper  and  aluminium  led base  metals  higher,  partly 

because  of  fresh  rumours  of 

imminent  production  clo- sures in  copper,  partly 
because  of  alleged  buying  by 

investment  funds. 
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37513 

Toft  dfty  ftnmr 
0297 

■   MCHaft  P«  tore) 

Om 5090-100 
5165-70 

Prmtaus 
mtbsa 498690 

Woh/taw 5185/4880 
AM  ORdM 

494050 
5030-40 tot)  dm 515590 

Open  ML 665*1 
Total  My  udmi 

0043 ■   111  (Spar  tonft 

am 53K-45 
5310-15 neriaiti 5280-90 
5265-70 MgMow 532W5290 

AM  ORdM 5320-25 530095 
Kerb  dm 

5320-25 0p«n  ft. 1X394 
Taft  Italy  lunorer 

4295 

ft  ZMC,  niedM  Mgh  grade  (S  per  toatay 
Qm 9945-55 1014-15 Radous 

BS2-3 
100192 

Mghflqw 
1020/1003 

AM  onus 
aas-e 10T 35-4.0 tot)  Cksa 

1016-7 Open  ft. 90,641 
Toft  Italy  tunorer 11508 

■   aura,  pidiA(Spwftm 
Om 1424-25 

1451-2 nwtaua 1390S-B75 
1424-25 1462H420 

AM  Officft 
1407-8 

1436-7 
KbD  dose 

1462-3 0pm  n. 170214 
Toft  Daft  turn 31,507 
■   lift  AM  Offldta  as  rata:  1.6138 

BIB 

0ft* Open 

Bolt 

Daft OpK 
Sett 

Daft 

Opan 

Sett  Baft 

OPK 

pin  change  Hgb Ion M   tat 
price  Mmge  {pgb 

lOMT 

VW TO price  dongs  Hgb 

Low 

TO  M 

Moadkaagr  Hgb  Low  TO W 
Apr 264-1 +15 2845 

2825 
51  320 

tty 

7450 

- 
7450 

7440 

75 

2,482 

May 

771 

-9 

781 7B4  2,195  41.752 Apr 60925-0350  67575  60650  6580 

10119 

Jon 

2855 +1.1 

288.0 

2849  21,008  12ft 

JM 

7650 

-9.10 

7070 

7015 

179 

2512 

JM 793 

-8 

801 

787 

850  10573 JH 64525-0575  65.150  63525  0167 
50261 

Aug 

2675 +1.1 

2872 

2801 205  10195 

Sag 

7450 

-010 

- - - 

178 

Sep 

813 

-7 

820 

807 

820  29511 

Aog 

62500-0.475  6X350  62500  2552 21.031 
Oct 

2885 
+1.1 2809 2803 

155  3511 no* 
7040 

-010 

7040 
7025 

89 

3.122 

DK 

839 

-8 

646 

834 

130  27.252 Oct 84575-0525  60300  645»  1,108 
12.187 

DK 261.4 

+1.1 

291.7 

2919 
179  15570 

fen 
7040 

- 7B.40 
7040 

5 

S94 

Mar 882 

-45 

868 

880 80  17551 Dk 60750-0175  67900  60550  253 SJB09 Total 
27266180273 

Mar 

50.40 

- - - 

113 

Mft 

883 

-7 

881 883 78  17.113 FM) 60150-0125  88X50  68900  48 

2JH6 

■   PLA7M0M  met  (50  Tift  ok  Stay  azj 

TOM 

348 

B4S 
Total 

iW7W1578 
Total 

10131  110121 
Apr 3604 +08 3819 3819 11 07 
JM 3815 +03 3839 

3609 

1535 

9544 

DM 
3S25 

♦03 

3649 

3649 
11 

1527 Jan 36X4 

+03 

- - 

20 

140 
TOM 

nta nta 
ft  PAUADUM  NYM8I  (100  Tipy  BU  S/feny  at) 

JM 
38020 

+955  36890  36555 99 

2.728 

Sft 

3B120 
+055 - - - 228 

Dk 
35420 

+055 - _ - 126 
Urn an  20 +005 — _ - >5 
Total alt ■At 
■   SMB  CMBSjTOTnjiaanBftwiKl   

MW  4805  +15  4945  4825  10788  41.372 
M   ms  4-1.4  497.0  4865  3.738  20.407 
Sep  4955  +1-2  496.0  4900  28  5019 
Dk  497-5  +15  591  j0  4005  308  11,199 
Jin  4695  +1 5   IS 
Mar  497-9  +12  503.0  500X1  121  2£72 
Tot*  14781  88,863 

ENERGY 
■   mncsaiinfMBp.oootMnBta.Mnran 

Utatt  Daft  Open 
prim  cbanga  Hgb  Low  Yta  tat 

MB|  15.75  *035  1680  1642  44,028  113k 
Jft  1582  +038  1685  1645  25.771  lift 
M   ia71  +0.29  1677  16JJ7  7837  72,324 
Am  16L5B  +027  16m  1537  5425  3X3SS 
8ft  1542  +522  1542  1627  3849  20882 
0d  1531  +523  1532  1518  508  20896 ala  oft 0d  1531  +523  1532 
TOM 

■   OBUPEOfl.  IPE  (SftaneQ 

ftn  Otft  Open 
prica  change  Hgb  low  Yd  tat 

tty  1517  +536  1520  1474  27827  43.006 
Jft  1582  +532  1589  14.70  38868  109k 
M   1489  +021  ism  1484  5789  37885 
A«4I  1481  +0-20  1486  1486  2884  14843 
5ft  1474  +0.18  1480  1485  560  14893 
Oct  14.71  +519  1474  1482  18«7  6870 
TOM  aft  a k 
■   1CA11C  05  IffMEX  {42,000  US  gate;  cABffftl 

UftM  D aft  Open 
price  Omasa  H»  Low  w   M 

tt|  4285  +085  4380  4280  9.734  42892 
Jft  4330  +591  4330  4280  4.144  23846 
JM  4380  +585  4385  4336  2806  16847 
Aft  4480  +086  44.10  4380  170  16747 
Sft  4485  +081  4485  44*15  737  9873 
Oct  4580  +576  4575  4535  45  6.429 
Total  ph  M 
■   6AS05PE1WBTO)   

S«tt  Daft  ftm 
price  dnge  Hgb  Low  Vol  fan 

tty  12575  +280  12980  12680  5123  41305 
8ta  13080  +280  13080  12780  3861  22,542 
JM  13180  +1.75  13280  12980  589  10894 
Aft  13175  +1.75  13150  13025  343  0480 
9ft  13480  +180  13525  13480  444  7jSI9 
M   13525  +280  13575  13575  59  3.437 
TOM  13,0014188! 

H   HA1WML  BASKO  800  tana;  pm  peleift 

tty  5270+0810  9790  9280  115  2845 
Jw>  5240+0810  5   1805 
TOM  Mi  Mb 
■   KOTUBAL  BAS  HYH3  pflffa 

laM  Oay’e  Open 
Price  Mungo  Mgh  Lm  Hof  tat 

ttf  2.141+5013  2.170  2135  35167  56823 
Jft  2170  +0814  1105  2155  13571  27810 
•M  .   2.1  B5  +0829  1205  11H  1227  21809 
Aft  2200+0821  2210  2.180  1879  17837 
Sft  2700  +5011  2220  2190  2708  18834 
Oct  2735+0811  2740  2215  972  14877 

icsApecappai 

Sett  Day's 
price  Manga 
6580  +210  I 
6585  +210  I 
6685  +205  I 
6645  +205  I 
6680  +2.05  f 
6770  +285  I 

Wgh  Lata 85.40  6480 
6680  6380 
0880  6880 
66.70  64,40 
6580  64.70 
67.40  6530 

Open 
Vol  fat 
315  425 

4821  33712 
22  2,159 

1885  11894 55  186B 
39  6.189 

5893  68,172 

PRECIOUS  METALS 
■   LONDON  BULUOH  MARKET 
(Prica  auftSed  by JMRoMft 

etfdffrayrt  Spin  Eaqn ft  SFreq* 
Don  2BX60-2M.W 
Opening  S2JRKB3D0 
Momhg  b   2B2L50Q  174JG8  261.211 
Afternoon  ft  2614SQ  175.707  252841 

Days  H)ti  aira-auD 
Day's  la*  2B2JHJ265 
Pmtaadox  2BS3MBUD 
Low  Up  ttM  GW  Unttg  Retae  (Via  UBS) 
1   mash  ■   ...  4.24  6   ttonDn     
2   manm   471  12  month)   

W   U 

35167  56823 
13871  27810 
3827  21809 
1879  17787 
2708  18834 
972  14J677 
«%  oft 

■   IIUADEO  BASflUE 
WlffiX  (428QQ  US  gamriBgdtaJ 

3amtB_ 
  4.16 

tttM  Daft 
Opn 

Sfeer  Rx pftoyoL US  dsequh. 
take  (taw  Hgfe 

LOW 

TO  M 

SM 
302974 48950 

tty 

B3L25  +158  5225 
5190  20446  43598 

Star  Leettg  Itatt 

Jm 

5255  +052  5255 
5759 

5514  27522 
1   monta   1.10 

JM 

5235  +072  S240 51.70 2924  1&376 
2   manta  —   240  12  monta*   080 

Aft 

Si  JO  +04?  51.70 5125 
993  7.723 

3   norths  _ -m— 250 

Sft 

SL73  +027  5073 

50JO 

423  3537 

OaMCott 
S   price £   cqdr. 

Oft 

4000  -003  4990 
4990 

3   2,701 
KraganaM 261-285 174-176 

TOW 

rt  o/6 

■   WCIIT  C8T  (580080  mta;  coctaWta  Iwlft 

Hoy  25680  -275  26180  25X00  7876  3X468 
M   28780  -225  Z717S  285.00  21867  57,756 
lip  27500  -270  28180  27500  1,170  0.770 
Dk  29250  -225  295-75  29000  3.498  15809 
Her  30225  -225  30580  301.00  50  X486 
JM  31580  -480  32180  31480  75  370 
TOM  34,172 117782 
■   MACE  BffpJM  bun*);  tmtofift)  total 

Hft  21680  +1.75  21675  21485  41886  960*7 
JM  22185  +180  221.75  219.75  29830109849 
Sft  227.50  +185  22600  22050  1.710  26880 
DK  23580  +180  23880  23425  14891  88822 
kbr  244.00  +025  24475  24375  682  14888 
tty  24880  +080  24675  24880  147  1804 
TOM  858*0  341,406 
■   flASlsr  LDTE  (too  toaneai  £   par  tone) 

■   LEAN  BOBS  CME  (40,0000)$  centnflba) 
lift  1104  +2  1115  1088  4.003  14,299 
JM  1137  +4  1145  1118  4880  23882 
Sep  1170  +7  1174  USD  993  B834 
DK  1211  +7  1213  1195  B9  8861 
Ho  1252  +7  1256  1245  39  8888 

tty  1277  +1  1282  1275  38  3889 TOM  98»  W8I5 
■   COCOA  (g%0)  (SOfl’a/ftne)   

Apr  12  Price  Re*,  da  f 
Dlly   89189  888.20 
■   COFTS  URT  (5  tari)K  SrtQHtat 

Apr  41850-0825 
JM  55850-6475 JM  57875-0850 

Aft  57.750  +0.400 Oct  56450+0875 
Dk  56700+0. 125 
TOM 
■   Pttt*  BELLES  CME 

42200  41.725  1.488  5808 
56650  54.775  4866  16830 
57850  56-500  1.143  6826 
57800  57800  1.124  8,161 
55850  54800  412  7,168 
56750  55250  237  3873 

8846  48814 {40.000tt  COftAri 

Rice  Rlfc  d ft  tty  52525-1.475  51700  51.000  1,151  2JJB7 

tty 

7450  -050 
_ _ 

-   149 

Sft 

7X75  -025 
- _ 

40 

Nnr 
7X75  -055 

- - 

-   397 

Jta 
77J5  -025 

— — 20 

War 

Total 7X75  -025 
- - 

06 
ft  WTABEAAS  CHI  lain;  cWBOMl  total 

May  48525  +650  486.00  47800  23810  50.789 
JM  49400  +62S  49400  48650  7887  50079 
Aft  496.75  +600  49700  492.75  584  14875 
Sft  49925  +600  4W5U  48X75  720  781 T 
Nw  50775  +425  50800  50300  5835  36831 
Jft  51650  +460  51650  51650  528  2,161 
Total  39058185055 
■   SOTABtAH  06  C8T  (60.00MB;  certflft   

Hay  1801  +0X8  1800  1642  7.033  350*2 
JM  1924  +0-37  1926  1673  4885  34,795 
Aft  1640  +034  1935  1696  150  OSS8 
Sft  19-55  +034  1648  1612  333  6682 Oct  1XBB  +033  1905  19-35  19  5874 
Dk  1695  +033  1986  1900  1,135  21,458 
TOM  14M5136884 
■   S0TAB6AH  HEAL  CUT  (100  tang;  S/tojQ   

tty  1350  +22  1360  1320  7879  36862 
JM  1372  +10  1370  1364  5008  3Z046 
Aft  1380  +10  1380  1370  529  11885 
Sep  1394  +1.1  1400  1365  125  9814 
Dot  1400  +14  1400  1400  170  5249 
OK  1430  +10  1437  1420  795  15862 
Total  vim  1118*1 
ft  warns  UffE  (20  maws;  £   pg  tunnel     

tty  2lfi5  -31X1  24 08  2168  2T  135 
Jw  2280  -310  -   -   -   - Mae  650 

Mr  960  -10 
Apr  1118  -30  1130  1I0O  75  278 
Total  96  414 
■   FBBGHT  (BffFEX)  LITE  (SlO/Wea  pMMJ    

tty  1477  -8  1485  1472  1233  27201 
JM  1471  -7  1479  1489  1,725  20.194 
Sft  1466  -8  1493  1483  695  7.724 Hot  1501  -8  1505  1496  381  2253 
Jm  1504  -8  1509  1496  33  630 
am  1505  -10  1   510  1505  34  146 
TOftl  4,101  38,148 
■   CCffg  ■c  CSCE  (37,5000b:  cental*   

may  9705  +005  9900  9723  3891  14.436 
JM  9615  +0.10  10100  9690  6963  16403 
Sft  1(7125  -005  10300  10000  1261  7000 
DK  T0325  -0-50  10600  10300  520  427B 
Mar  10610  -025  10600  10485  169  1806 
Stay  10670  -025  10800  107.00  18  228 Total  11848  45867 
■   COffg  AGO)  (US  caieAwumg   

Apr  13  Pie*,  day 
Coop.  Italy   8428  8484 
IS  (by  average   8655  8673 
■   WHITE  SQUAB  UFFE  (50  tones:  S/tonne)   

Hay  1894  -30  1950  1665  2869  6174 
Aft  1617  -4.7  1888  1878  3.403  2Z290 
Oct  1861  -42  1658  179.4  543  11,901 
DK  18SL4  -49  I860  1810  147  5243 
Mar  1865  -4.4  1928  I960  21  3250 
Key  1920  -50  7958  1058  25  1862 
Total  6087  52895 
■   SUBAR  H’  CSCE  (IIXOPOBib:  centafflft 

tty  5.74  -0.11  521  42914828  52057 
JM  409  -608  500  4.7212O32  60.B43 
DM  528  -006  648  522  7.159  38/460 
Mar  509  -608  608  582  1,700  21219 
(lay  607  -007  617  584  108  3/51 
JM  615  -ail  627  609  102  2.198 
TOW  S82S517UB2 
ft  COTTOM  KYCS  BOpOOtg;  cent  's}     

tty  6020  -028  6000  5900  2064  19263 
JM  6056  -028  BOSS  6020  1,517  17245 
Oct  5690  -0.10  5090  5650  29  1853 
Dk  5023  -029  5035  5600  970  16382 
MV  6028  -822  6035  6010  73  3257 
May  6120  -020  6095  6005  15  1.336 
Total  5216  66S0 

53850-1250  54900  52225  560  1,805 
51750  -1.700  53800  51450  35  45D 

1747  5,140 

LONDON  TRADED  OPTIONS 

SMapriwStMM  -Cato-  -Pata- 

(99J4M  LME 
1250    

1300    1350    

ft  COPPER 
(Srads  A)  LME 14S0     

1500 iyff)        

■   cone  UFFE 1450    
1500    

1550   

■   COCOAUFFE 775    600      

825 
■   Bnan’cnncFE 1400    

1450 1500   

May  Aft  M?y  lug 
58  00  7   26 
25  61  24  48 
8   39  57  73 
tty  Aft 

32  94 

13  60 

5   42 Hay  JM 

292  38 
242  13 

192  4 

MW  jm 
11  43 

3   30 
1   20 May  Jm si 

tty  Aug 

32  a 
63  05 

104  116 

Hay  JM 

1   11 
1   36 
1   77 

May  JM 

ff10 
925 
an 

+4? 

+15 
♦11 

910 
925 

871 

905 

920 
886 

68 
48 
4 

997 

273 
■   ORAMft  JtK£  NYCE  PS^OOTO  ceKftft 

anon 

-OBS 

8740 

B6.15  1,706  15X75 

640 

+5 

559 JM 

87.10 

-150 

88.40 

B750  1,078  7.185 

950 
Cm 

+5 

Rn 

119 

456 

2582 

Sft 

NO* 

Jn 
■tor 
Total 

8840 
8955 
9055 
9250 

-0165 

-055 -095 

-1.10 8&2S 

9050 

9135 

93.10 

8850  326  256* 8950  48  3509 
9135  13  2.433 
9110  12  311 

3175  31,199 

LONDON  SPOT  MARKETS 
■   CRUDE  00  FOB  filer  barred  +or- 

Dubal  $14.47-463  +0280 

Brent  Beni  (dataS  S145S-5U3  +0550 
Brent  Blend  (May)  SI 5.1 4-5.1 8   +4350 
W.TJL  D 6.74-6.77*  +0320 ■   OO  PftOOOCTS  HW£  prompt  deaverr  tff  ttome) 

Untaaded  Badtaa  %   S161-165  +2 
SB  OH  $129-130  +2 
Heavy  Auf  01  $71-73 

JOTTER  PAD 

For  solutions  to  today’s  crossword  call  0906  843  0060. Calls  cost  B0p  a   minute. 

ft  HATHBALBAS  fleaR/lMra)   

Bate)  (tt)  925-9X0  +401 Ataotapn  Apai  U   Lcttar  0T7JJ  jgg  em 
ft  OTHB 

ft  WlfEX  CMLX  815$;  24  Mr  tty  BnM 

508 

Oafa 

Opaa 

price  Manga  Bgb  Law TO fat 
47150 

+050  47150  46000 

11 

532 48050 +250  48850  48950 
10 152 

21 

m 

New  Sanrstgo 

FDIIIGS  DATA 
Aff  Uuns  tota  aunMW  ft  OK 

Tea  from  tfw  Tea  Brotos'  Association 
Mombaae  There  an  good  and  bnprbired 
gwrrenH  riemero  Brighter  and  medium 
BPVs  wtn  Irregular  but  on  bMam  Arm  to 
7   cents  dearer  with  quality.  Lower 
medhsm  ware  bieguftr  wNe  plainer  sorts 
mm  often  nagfectwL  Brighter  PFI’s  warn 
gfloerany  dearer  by  10-22  cents  while 
medums  gained  by  up  to  12  certs.  Lower 
irwftums  were  bandy  steady  wWi  the 
•aoepbon  of  poor  leal  deieriptlont  taWcti 
war*  ware  dtawumad  by  up  to  15  cants. 
Brighter  p.dusta,  though  Irregular,  were 
genaraly  ftm  to  12  cents  above  last  rates 
wfifla  lower  mediums  sained  up  to  20 

VOLUME  DATA 
Open  Merest  end  Vofcroa  deb  tbono  tar  cortracts 
neu  bo  comex.  Nncx  cst.  nyce  oe  esa 
and  PE  Craft  OR  are  ana  dqi  ki  aneara.  volum  A 
OpK  karat  totals  are  tar  ft  traded  moan. 

INDICES 
■   Rwtaraffiaae:  18OT1  =   100) 

Apr  13  Apr  12  ragatt  age 
13266  13295  1387.7 

■   CHB  Man  (faac  1967  ■   100) 

AftlZ  Apr9  BHWfe  ago 18051  188.72 
■   asg  spat  pace  1970  +   ion 

Apr  12  Apr  9   Baum  ago 
15Z.11  19.72  14258 UE  HMENOCSE  tiOW  (taMft 

Aatt  -122$  la 

Munwwan  etoy  -40  to 
0 mm  1525  to 
toad  +1.729  to 

Gold  taw  Hay  oof 

Star  taer  Irey  aSi 
PTOwhh  (par  Hay  azj 

TOtadueta trVvfau 

ftnyg 

Left  (US  praU 

Tin  (Kb*  Lumoiv) 

bn  (ftm  Vbri4 Catt  (Un  weMgrio 9)t»p  (fere  trMin 

Rgs  Bn  wMBWlt 
Loa  say  sugar  (raw) Ln  day  agar  (wtel 

$28165  +030 
49X00  -525 

$35050  -ISO $38025  +125 
mac 45.O0C 

1065t 250i 

9167p  ^L35" 
10&5SP  +0.75* 

67J4p  +7JB* 

$14070  +050 

00440  -120 yewegn 
Bailey  (Eng.  feert 

Ifaq 

165X3 
Mat*  fUS  H03  YMOH} 
WtaaifUS  DSffc  NM) 

£9750 

£12250 

War  BOB 

tatter  (Aft? 

4250p 

425ft 

Htter  (N.  RSS  Nol) 

22350m 

-050 

ytsr  ago 

Coconut  0)  (Pftjl 

8055 
+100 

188.71 

PftH  01  {UBfay^S 

4875y 

OPttffUDS 
430.  Qz 

*25 

-1525 

to 

811.750 

-U 

& 
67,100 1J2S 

« 

722500 

+1,729 

to 

104,125 

^4 

to 
61532 

+3525 

to 

318515 

•5 

to R1B0 

CROSSWORD 
No.9,961  Set  by  DOGBERRY 

140% 

5750 

302p 

TO.  a   waft  c   caftto  1   itiBft 
%.  r   tt. «   TO  fladai  RyTO tat  dm ‘few  an  m*.1M 
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LONDON  STOCK  EXCHANGE 

Footsie  surges  to  intra-day  and  closing  records 
PI5EAB-9af£  

Index MARKET  REPORT 

By  Steve  Thompson, 

IK  Stock  Market  Editor 

The  Compaq  doomsters  were 

sent  running  for  cover  yes- 

terday as  London  stocks 

went  into  overdrive,  with 

the  FTSE  100  index  hitting 

new  records  after  celebrat- 

ing Wall  Street's  startling 
performance  ovemighL 

Contrary  to  expectations, 

the  Dow  Jones  Industrial 

Average  raced  up  to  yet 
another  record  on  Monday, 

as  cash  poured  into  the 

recently  unfashionable  cycli- 

cal stocks. 

And  Wall  Street  provided 

further  encouragement  yes- 
terday with  the  Dow  taking 

a   determined  run  and  top- 

ping 10.400.  However,  it  fell 

away  shortly  after  the  Lon- don dose. 

There  was  no  stopping  the 

UK’s  leading  stocks,  repre- 
sented by  the  FTSE  100 

index,  which  hurtled  ahead 
to  hit  record  intra-day  and 

closing  levels.  The  market's second  and  third-ranking 
stocks  also  made  solid,  if 

unspectacular  progress. 
Already  stimulated  by 

Wall  Street’s  overnight 
surge.  UK  investors  were 

electrified  by  news  that  War- 

ren Buffett  the  revered  US 

investment  guru,  had  said 

his  investment  vehicle.  Berk- 
shire Hathaway,  had  been  a 

big  buyer  of  a   leading  UK 
stock  and  was  on  the  verge 

or  announcing  a   3   per  cent 
stake  in  the  company. 

There  was  intense  specula 

tion  about  Buffett’s  target 
stock,  with  many  market 

favourites  being  put  for- 
ward. including  Marks  and 

Spencer.  Bass.  Cadbury- 
Scbweppes.  Vodafone  and 
Centrica,  all  of  which  have 
figured  prominently  as 

heavily  traded  stocks  in 
recent  months. 

The  FTSE  100  index  ended 

at  a   record  closing  level  of 

6.513.1.  up  71.9.  alter  hitting 

a   peak  of  6.519.5  when  Wall 
Street  was  at  its  best. 
Marketmakers  said  there 

was  a   substantial  supply  of 

new  money  coming  into  the 

market.  “The  Peps  [personal 

equity  plan!  cash  is  still  run- 
ning and  the  takeover  sto- 

ries are  fuelling  even  more 

support  from  small  inves- tors. It  feels  as  if  the  market 

will  continue  upwards  but  It 

is  getting  into  bandit  coun- try: something  will  scalp 

us."  said  one  dealer. 

The  two  junior  FTSE  indi- 
ces continued  their  long- 

running  sequence  of  win- 

ning performances,  the 
FTSE  250  advancing  during 

the  day  to  close  at  a   session 
best  5.592.4.  up  33.5. 

Gains  in  the  second-liners 

were  said  to  have  been  pro- 

moted by  intense  takeover 

speculation,  especially  in  the 

engineering  and  other  areas. 
However,  there  was  a   sharp 

reminder  of  the  potential  for 

disappointment  among  the 
bid  stories  as  Laporte,  the 

chemicals  group,  announced 
the  failure  of  takeover  talks. 
Tbe  FTSE  SmallCap, 

meanwhile,  improved  10.7  to 
2.426.6.  with  dealers  noting 
the  continuing  strength  in 

many  high-tech  stocks. 

Individual  stories  played  a 

big  part  in  market  senti- ment; Barclays  Bank 

retreated,  stabilised  and 
then  surged  ahead  after  the 

news  of  the  new  chief  execu- 
tive’s enforced  resignation 

for  health  reasons,  which 

was  said  to  have  opened 
another  opportunity  for  a 

predator.  J.  Menzies,  the 
high  street  retailer,  attracted 

keen  speculative  interest 
based  on  takeover  rumours. 

There  was  encouragement 

in  the  pick-up  in  market 

activity,  which  saw  turnover 
reach  i.l3bn  shares,  with 
non-FTSE  100  stocks 

accounting  for  52  per  cent. 
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nical  analyst  at  Teath- 
er  &   Greenwood.  M&S  shares 

recovered  14  to  429V*p  on 
turnover  of  6.6m  shares. 

Buffett's  comments 
induced  something  of  a 

guessing  game  in  the  market 

yesterday  and  other  compa- 
nies mentioned  as  passible 

targets  included  Cadbury 

pimwaaiir  RPPnRT     Schweppes,  which  gained 
I nfcHJIIl     igv;  to  914‘4p,  and  Vodafone. 

By  Peter  John  and  Joel  Kbazo  which  rose  9   to  £12.12. 
          Barclays  bucked  the  latest 

boardroom  bombshell  as 

consolidation  hopes  swept 

through,  the  banking  sector. 
The  shares  were  down 

more  than  50p  in  early  trade 
as  a   number  of  brokers  took 

the  opportunity  to  turn  more 

Buffett’s 
boost  to 
M&S 

Marks  and  Spencer  shares 
reacted  to  comments  by 
Warren  Buffett,  the  US 
investor,  that  he  is  pumping 

some  of  his  $15bn  cash  pile 

into  at  least  one  British  com- 

pany. 
While  the  "sage  of 

Omaha"  gave  few  specifics, 
he  did  indicate  that  he  was 

only  interested  in  substan- 
tial companies  and  hinted 

that  be  would  declare  an 
interest  of  more  than  3   per 

cent.  Buffett’s  substantial 
following  in  the  US  means 
that  other  investors  would 

probably  follow  his  lead. 
M&S  appears  to  fit  some  of 

the  perceived  criteria  for  Mr 

Buffett's  Berkshire  Hatha- 
way, which  likes  big  con- 
sumer brand  names. 

The  retailer  once  dominated 

the  British  high  street  but 

suffered  heavily  after  a   prof- 
its warning  earlier  in  the 

year. The  slump  Cram  a   high  of 

654p  over  the  past  year  to  a 
low  of  328p  led  to  a   surge  of 

activity  which  was  high- 

lighted by  a   single  day’s 
turnover  of  more  than  60m 
shares. 

“It  would  not  surprise  me 

if  Warren  Buffett's  com- 

ments applied  to  this  stock,” 
said  Richard  Crossley.  tech- 

cautious  after  it  was 
announced  that  Michael 

O'Neill,  the  new  chief  execu- 
tive, was  leaving  after  his 

first  day  because  of  a   heart 
murmur. 

However,  the  stock  recov- 
ered sharply  as  the  market 

decided  that  the  exit  pro- 
vided a   perfect  opportunity 

to  link  up  with  Royal  Bank 
of  Scotland. 

Barclays  is  understood  to 
have  rejected  at  least  four 
potential  merger  partners 

during  its  search  for  a   new 
chief  executive.  After  the 

departure  of  Martin  Taylor 
in  November,  the  bank  was 

besieged  by  investment 

bankers  preaching  the  bene- 
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fits  of  mergers  with  RBOS, 
Bank  of  Scotland,  Halifax  or 
Prudential.  The  return  of 

that  chat  ensured  Barclays 
reversed  the  weakness  to 

close  46  up  at  £19.19. 
Meanwhile.  Royal  Bank 

jumped  62  to  £14.25  with 
WestLB  Panmure  reiterating 
a   "buy”  up  to  £15.00  a   share. 
Bank  of  Scotland  rose  ll  to 

910p  and  Halifax  17  to  864p. 
Prudential  eased  2   to  8A4p. 

Laporte  dived  12  per  cent 

as  Monday’s  star  became 

yesterday's  tarnished  tro- 

phy. The  speciality  chemi- 
cals group  had  shot  up  on 

weekend  press  stories,  later 
confirmed  by  the  company, 

that  it  was  in  talks  about  a 

possible  offer. The  bidder  was  widely 
believed  to  be  Clariant  of 

Switzerland  and  a   price  tag 

of  800p  a   share  was  being 

suggested.  But  first  thing 
yesterday  morning  Laporte 
said  the  talks  bad  foundered. 

The  shares  fell  back  95  to 

667‘ip.  the  worst  perfor- 
mance among  FTSE  250 

stocks  although  some  deal- 

ers suggested  that  the  com- 
pany might  merely  be  hagg- 

ling over  prices  and  reports 
of  the  death  of  the  deal 

might  have  been  premature. 

Other  chemicals  stocks, 

which  had  risen  with  earlier 

rumours,  dropped  back  yes- 
terday. Croda  International 

fell  11  to  227%p,  British  Vita 

9   to  221l/*p  and  Yale  Cafta 
7*-*  to  297V*p. 

Hopes  of  a   soft  landing  for 
the  UK  economy  combined 
with  vague  bid  talk  to  drive 
several  drinks-related  stocks 

sharply  ahead. 

Bass  talk  goes  flat 

Early-morning  rumours  of 

a   possible  bid  for  drinks  and hotels  group  Bass  from 
Granada  Group,  the  media 

and  hotels  group,  were  dis- 
missed by  sector  specialists. 

One  analyst  said  simply: 
“Although  it  is  possible, 

somehow  I   can’t  see  it.  at 

least  not  at  this  stage.” Bass  shares  have  under- 
performed  the  market  by 

10.2  per  cent  since  the  begin- 

ning of  this  year  on  a   combi- nation of  worries  consumer 

spending  in  the  UK  and 

lately  on  fears  over  the  con- 
flict in  the  Balkans  hurting 

hotel  bookings.  Granada 
shares  closed  50  up  at  £14.43. 

Investors  appeared  untrou- 
bled by  those  issues  yester- 

day which  helped  Bass  jump 

33  to  877Vip. 

Dealers  said  Monday’s  pos- itive comments  on  Scottish 

&   Newcastle  from  HSBC  con- 
tinued to  boost  the  shares 

yesterday.  They  hardened 
30l/|  to  978%p.  An  analyst 

said:  “S&N  has  been  calming 
peoples  nerves  about  trading 
and  the  market  feels  more 

confident  about  the  stock." 

Food  sector  specialists 
could  hardly  contain  their 
pleasure  at  bumper  figures 
from  food  retailer  Tesco  that 
prompted  a   buying  spree. 

Buyers  were  falling  over 

themselves  to  acquire  tbe 
stock  and  turnover  by  the 

close  had  soared  to  a   hefty 

56m,  by  far  the  most  actively 
traded  stock  in  the  FTSE  100 

yesterday.  The  shares 

jumped  9%  to  IfeUp.  the  best 
Footsie  performer  yesterday. 
Shares  in  Canary  Wharf, 

the  UK’s  third  largest  listed 

property  group,  gained  8   to 
343 ‘/ip  on  news  that  the 
stock  is  to  be  included  in  the 

Salomon  Smith  Barney  prop- 

erty index  from  the  end  of 
April.  Unconditional  trading 
in  the  stock  began  two weeks  ago. 

Shares  in  Marks  and  Spen- 
cer supplier  Dewhirst  Group 

Improved  51*  to  92p,  amid 
talk  that  the  company  could 
soon  be  on  tbe  receiving  end 

of  a   120p  a   share  bid. 

Reuters  Group  were  lifted 
36’A  to  £10.09%  with  some 

dealers  citing  a   strong  per- 
formance from  Multex.  one 

of  the  group’s  "greenshoot" 
internet  investments. 

Strong  growth  in  March retail  sales  revealed  by  tbe 

British  Retail  Consortium 

brought  renewed  confidence 
to  tbe  retail  sector  and 

helped  boost  stores-related stocks. 

The  strongest  figures  since 

April  1998  showed  annual 
growth  of  3.9  per  cent  in 
Uke-for-like  sales  in  March. 

Yesterday  saw  Great  Uni- vasal  Stores  among  the  best 

Footsie  performers.  The 

shares  appreciated  35  <i  to 
780’Ap.  while  Selfridges 

improved  6   to  272‘xp.  Arca- dia jumped  12Vk  to  275p  but 

Kingfisher  retreated  on  prof- 

it-taking. closing  10*8  off  at 

890Vap.  The  European  Com- 
mission yesterday  cleared 

the  group’s  acquisition  of 
Wegert-Grosslabor,  a   Ger- 

man photographic  labora- 
tory that  provides  retail  and 

wholesale  photographic 

development  services. 
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STOCK MARKETS 
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,   .   •   FMERGINB  MARKET  FOCUS _ 

Wall  St  allows  bourses  to  brush  off  crises  Low  rates  senj 
WO^pyERVlEW   

The  bull  market  in  equities 

rumbled  on  yesterday,  with 

the  latest  escalation  of  the 

hostilities  In  the  Balkans 

causing  only  a   brief  moment 

of  concern,  unites  Philip 

Coggan. 
The  record,  close  of  the 

Dow  Jones  Industrial  Aver- 

age on  Monday,  as  OS  inves- 
tors shrugged  off  the  profits 

warning  from  Compaq  Com- 

puter, ensured  most  markets 

got  off  to  a   strong  start. 
In  Asia,  the  Hang  Seng 

index  gained  1-3  per  cent  to 

reach  its  highest  level  since 

October  1997  while  the  Nik- 
kei 225  in  Tokyo  rose  more 

than  200  points. 

European  markets  fol- lowed the  lead  from  the  US 

stumbling  on  news  that  Serb 
troops  had  entered  Albania, 
indicating  that  the  crisis 

might  be  widening. 

The  calm  attitude  of  inves- 
tors also  allowed  them  to 

dismiss  a   statement  from 

European  Central  Bank 
vice-president  Christian 
Noyer.  Noyer  said  that  last 
week's  cut  in  European 

Asia,  moving  further,  interest  rates  was  the  last  in 

ahead  and  only  temporarily  the  current  cycle.  Some  ana- 

lysts had  hoped  that  rates 
might  faH  as  low  as  2   per 

cent. 

In  the  European  afternoon. 
Wall  Street  took  up  the 
baton  once  more,  quickly 

carrying  the  Dow  above 
10,400  on  the  back  of  con- 

sumer price  numbers  indic- 
ating that  inflationary  pres- 
sures remain  subdued. 

peter  Oppenheimer,  global 

strategist  at  HSBC,  said  the 

resilience  of  the  market  indi- 
cated there  was  something 

of  a   US  liquidity  squeeze. 
"People  have  come  to 

believe  that  interest  rates 

will  stay  low  and,  even  with 
profit  warnings,  there  is nowhere  else  for  the  money 

to  go  but  into  the  equity 

market,"  he  said. 
Regarding  Kosovo,  Oppen- 

heimer said  investors  had 
learnt  in  recent  years  that,  if 

they  sold  shares  in  response 

to  global  crises,  markets 

would  quickly  bounce  back. “The  assumption  was  that 

the  Kosovo  crisis  would  be 

over  fairly  quickly.  But  we 

are  just  starting  to  see  some 
concern,"  he  said.  “If  Nato 
ground  troops  go  in,  that 

will  have  knock-on  effects  in 

terms  of  government  spend- 

ing and  that  could  prove  a 

drag  on  markets." 

Profit-taking 
steals  wind 
from  brokers 

DaimlerChrysler  boosts  Dax 
EUROPE 

A   strong  start  on  Wall  Street 
had  largely  run  out  of  steam 

by  midday  as  positive  early 
sentiment  in  the  brokerage 

sector  gave  way  to  broader 
profit-taking,  unites  John 
Labate. 

Financial  shares  remained 

strong  but  quickly  lost  their 
momentum.  Helping  to  boost 
confidence  in  the  sector 
were  better-than-expected 
agmings  results  from  Merrill 

Lynch  and  PaineWebber. 
Merrill’s  shares  fell  back  by 
midday,  off  $2 A   at  59 7%, 
while  PaineWebber  climbed 
more  than  6   per  cent  to 

$46*. The  biggest  surprises 
came  in  the  internet  sector, 
as  online  brokerage  stocks 
managed  unusually  strong 
gairiB  after  industry  leader 
Charles  Schwab  was 

upgraded  to  a   “buy"  rating 
by  Oppenheimer.  Schwab 
was  op  more  than  8   per  cent 
or  $11%  to  $145%,  while 
E*Trade  surged  15  per  cent 
to  $110$  and  Ameritrade 
Holdings  gained  12  per  cent 
or  $18  to  $160%. 
The  Dow  Jones  Industrial 

Average  was  2.22  higher  in 
early  afternoon  trading  at 

10,341.73.  The  broader  Stan- 
dard &   Poor's  500  index  fell 

10.54  to  1,348.10. 

The  high-tech  sensitive 
Nasdaq  composite  index  was 
down  1891  to  2,581-90.  Small- 
company  shares  did  better 
than  most,  sanding  the  Rus- 

sell 2000  index  up  3.19  to 

41591. 
US  Treasury  prices  pulled 

back  after  the  release  of  fig- 
ures on  consumer  prices  and 

retail  sales  and  as  traders 

prepared  for  corporate  debt 
issues.  By  early  afternoon 
the  benchmark  long  bond 
was  down  %   to  96*.  sending 

the  yield  up  to  5.495  per  cent. 

Among  Dow  stocks,  Liter- 
national  Paper  was .   more 
than  5   per  cent  higher  to  $49 
after  it  reported  quarterly 
results.  Caterpillar  was  also 
a   strong  gainer,  up  $lj|  to 
$53*.  But  drug  company 
Merck  was  off  $2%  at  $82* 

Dow  Jones  Industrial  Average 

f000)  - 

after  an  analyst  at  Morgan 

Stanley  gave  the  stock  a “neutral"  rating. 

Computer  producers  were 

mostly  lower,  with  Dell  Com- 
puter off  $1*  to  $40%  and 

Compaq  down  $A  to  $24 

after  Compaq’s  surprise  prof- 
its warning  last  week. 
Consumer  company  Avon 

Products  was  up  $1%  to  $53* 
after  the  company  said  its 

upcoming  earnings  would  be 
above  current  estimates. 
TORONTO  was  mixed  at 

midsession  as  investors 
flocked  to  individual  stocks 
and  just  as  quickly  shied 

away  from  them.  The  TSE- 
300  composite  index  was 
31.64  higher  at  6.970.52  in 
heavy  volume  of  71m  shares. 
Banks  opened  strongly  but 

by  midday.  Toronto-Domin- ion  had  suffered  a   loss  of  90 

cents  at  C$8595.  The  shares 
had  posted  impressive  gains 
in  recent  sessions  on  the 

back  of  its  discount  broker- 

age. 
Royal  Bank  of  Canada  also 

turned  back  from  its  best 

early  levels  to  trade  C$195 
lower  at  C$7695  and  Cana- 

dian Imperial  Bank  of  Com- 
merce was  10  cents  higher  at 

C$43.10,  off  an  early  C$43.40. 
MEXICO  CITY  was  flat  at 

midsession,  as  investors  bet 
on  lower  interest  rates  at  the 

government  securities  auc- 
tion and  remained  optimistic 

about  forthcoming  first-quar- 
ter earnings  reports.  The  IPC 

index  was  3.30  higher  at 
5-30698. 

Paper  sends  Jo ’burg  higher 

Johannesburg  saw  a   179  per 
cent  surge  in  pulp  and  paper 
company  Sappi,  as  investors 
bet  on  a   turnaround  in  com- 

modity cycles  on  perceptions 
that  demand  in  Asia  was  set 

for  a   revival. 

The  Sappi  shares  jumped 

R590  to  R37. 
The  overall  index  rose 

1039  to  6,602.1  and  industri- 
als advanced  909  to  7927.7. 

Gold  recovered  from  intra- 
day losses  to  finish  219  up  at 

294L1  as  the  bullion  price 
climbed  in  London. 

European  equity  markets 

were  higher  as  Wall  Street’s early  foray  into  uncharted 

territory,  after  Monday’s record  close,  proved  more 

compelling  than  concerns 
over  an  escalation  of  the 

Yugoslavian  conflict 
The  FTSE  Eurobloc  100 

index,  which  covers  the  lead- 
ing companies  in  countries 

which  have  joined  monetary 
union,  closed  897  or  09  per 
cent  higher  at  1,06697.  The 
FTSE  Eurotop  100  index, 

covering  countries  both 
inside  and  outside  Emu, 
climbed  39.04  to  3,035.38, 
while  the  broader  FTSE 

Eurotop  300  index  was  1692 
higher  at  1,306.15. 
FRANKFURT  closed  near 

its  high  for  the  day  as  a   Mer- 
rill Lynch  upgrade  for  Daim- 

lerChrysler  helped  the  mar- 
ket shrug  off  reports  that 

For  full  FTSE  European  indices 
see  Euro  Markets  page. 

Serb  forces  had  entered 
Albania.  The  Xetra  Dax 
index  closed  with  a   rise  of 

57.67  at  5,225.22. 
DaimlerChrysler  put  on 

€3.19  to  €91.95  as  the  US 
investment  bank  raised  the 

stock  to  an  intermediate- 
term  buy.  Earlier,  the  motor 

group  dismissed  a   report  it 
was  keeping  the  door  open 
on  a   deal  to  acquire  a   stake 
in  Japanese  truck  and  bus 
maker  Nissan  Diesel  from 
Renault  of  France. 

A   €1-28  surge  in  Thyssen- 

Krupp  to  €20.08  was  attri- buted to  a   change  in  its 

weighting  in  the  Dow  Jones 
Euro  Stoxx  index. 

Mannesmann.  up  €1.60  at 
€134  and  Deutsche  Telekom, 

€1.10  ahead  at  €41.70 
attracted  buyers  ahead  of 

this  week’s  annual  news  con- 
ferences. 

Analysts  said  the  market 
would  be  looking  for  news  of 

acquisition  plans  from  the 
telecom  rivals,  although 

they  noted  that  Telekom  had 

declined  yesterday  to  com- 
ment on  speculation  it  could 

be  a   white  knight  bidder  for 
Telecom  Italia. 

HypoVereinsbank  put  on 
€1.95  to  €57.75,  extending 

Monday’s  rebound  from  the 
weakness  that  had  been  evi- 

dent since  mid-March. Adidas-Salomon,  the 
sportswear  and  equipment 
maker,  jumped  €2.80  to 
€7890  on  the  view  that  the 

worst  of  the  company’s  news was  now  in  the  price  and 
that  the  outlook  for  earnings 
had  improved. 

The  shares  had  fallen  18 
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within  minutes  of  the  open- 
ing before  turning  negative 

on  the  news  from  Albania. 
The  CAC4G  settled  a   mere 

12.41  higher  to  4^67.4L  Viv- endi Shed  €6.50  to  €230.50 
after  announcing  a   €5.7bn 
capital  increase  and  saying 

it  would  seek  a   separate  list- 
ing for  its  utilities  unit 

The  news  lifted  Canal  Plus 

€990  to  €29190  on  specula- 
tion that  the  increase,  osten- 
sibly earmarked  to  fund  the 

acquisition  of  US  Filter 
Corp,  could  allow  Vivendi  to 
raise  its  stake  in  the  pay-TV 
company. 

Lagarddre,  the  missiles 
and  publishing  group,  con- 

tinued to  rise  following  its 

ICTAi^"CTa^  89  per  cant 

as  ejection  worries  were  exac- erbated by  tin  news  that  Serb 
forces  had  crossed  into 
Abania. 
At  one  stage,  the  IMKB 

National-100  Index  tumbled 
11A  per  cent  to  an  intraday 

low  of  397594.  It  later  recov- 
ered some  of  the  losses  Id 

dose  38055  lower  on  the  day 

at  398692. 
Hie  market  had  lost  11.2  per 

cert  over  the  previous  three 
sessions  following  a   17  per 

cent,  stx-sasstari  rally  up  to  last 
Wednesday’s  all-time  closing 

high  of  492692. 
Analysts  noted  feat  hopes  of 

a   simple  two-party  government 

emerging  from  Sunday’s  gen- 
eral election  ware  last  ovapore- 

ting.  This  was  raising  doubts 
about  the  outiook  for  ftamdal 
reform. 

bid  for  radio  broadcaster 

Europe  1   announced  on  Mon- 
day. It  moved  €199  ahead  to 

€32.10. 
ZURICH  was  kept  afloat 

by  a   sharp  rise  in  Nestle after  news  that  the  company 

planned  to  divest  parts  of  its 
frozen-foods  business.  The 
SMI  index  finished  13.3 
higher  at  79669. 

Nestle  jumped  SFr84  to 
SFT2.746  after  a   high  of 

SFr2,774,  as  the  market  sur- 

proceeds  to  fund  a   share 

buyback. In  the  chemicals  sector, 

Clariant  added  SFr5  to 

&FY730  as  the  group  declined 
to  comment  an  speculation 
that  it  had  been  in  talks  to 

acquire  Britain’s  La porte. 
The  UK  group  said,  however, that  talks  with  a   potential 

bidder  had  ended. 

MADRID  closed  modestly 
higher  as  fears  about  a   wid- 

ening of  the  Kosovo  conflict 

capped  gains.  The  general index  ended  6.40  or  0.7  per 

cent  higher  to  89794. 
Banks  were  among  the 

main  risers,  with  Santander 

up  66  cents  to  €21.03  and 
BCH  adding  41  cents  to 
€1296  as  the  two  companies 

prepared  to  merge.  The  com- bined entity,  called  BSCH, 

was  expected  to  begin  trad- 
ing on  Monday. 

AMSTERDAM  trimmed 

early  gains  and  the  AEX 
index  closed  492  higher  to 
54099. 

Philips  rose  €195  to  €74.65 

per  rant  frinre  the  start  of  mised  that  the  sale  of  parts 
the  year. 
PARIS  closed  little 

changed  at  the  end  of  a 
yo-yo  day.  The  market  began 
stronger,  reaching  a   life  high 

of  the  frozen-foods  business 
could  net  the  company  up  to 

SFr2bn. 
Some  analysts  thought 

that  NestlS  might  use  the 

Funds  take  lead  in  Tokyo  rise 
Wall  Street's  overnight 
surge  reversed  the  mood  in 
TOKYO,  taking  share  prices 
higher  across  the  board, 
writes  Michsj/o  Nakamoto. 

After  a   cautious  day  on 
Monday,  brought  about  by 

Compaq  Computer’s  profits 
warning  last  week,  investors 
returned  to  the  market  with 
renewed  enthusiasm.  Pen- 

sion funds  and  other  institu- 
tional investors  took  the 

lead. 
The  Nikkei  average  rose 

207.76  to  close  at  16,715.16 
after  fluctuating  between  a 
high,  of  16955.67  and  an 
opening  low  of  16,617.05. 
Advancing  issues  came  to 
821  against  372  that  declined 
and  129  that  were 
unchanged. 
Volume  failed  to  pick  up 

significantly,  rising  to  892m 

from  Monday’s  604m. 
The  broad-based  Topix 

index  gained  1594  to  1,331.74 
and  the  Nikkei  300  rose  3.05 
to  26592. 
Sectors  that  have  been 

unpopular  attracted  buying 
on  low  prices.  These 
included  construction  and 

steel  companies.  Among  the 
top  lb  most  heavily  traded 
issues,  Kobe  Steel  gained  Yl 
to  YU2,  after  a   report  that  it 
would  combine  its  joint  ven- 

ture steelmaking  operations 

mondsta 
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in  the  US  with  those  of  the 
Blackstone  group.  NEK,  the 
Steel  manufacturer  and  the 

day's  volume  leader,  rose  Y3 
to  Y94  and  Kumagai  Gumi,  a 
construction  firm  which 

announced  a   profits  warn- 
ing, gained  Y9  to  Y129. 

The  real  estate  sector  was 
the  best  performer.  Investors 

expect  the  Bank  of  Japan's 
policy,  revealed  yesterday,  to 
maintain  interest  rates  dose 
to  zero  will  boost  real  estate 

investment 
Mitsui  Fudosan  increased 

Y4Q  to  YU33  and  Mitsubishi 
Estate  rose  Y47  to  Yl.319. 

SYDNEY  bit  a   new  life- 

high  after  Friday’s  record 
close,  inspired  by  positive 
economic  forecast  and  over- 

night gains  on  Wall  Street. 

The  All  Ordinaries  index 
dosed  38.1  or  19  per  cent 

higher  to  39769. 
1   Leading  banks  took  a   lair 
share  of  the  rise,  with 
National  Australia  up  49 
cents  to  AS232S  while  ANZ 

rose  29  cents  to  AS12.16. 
JAKARTA  dosed  2.7  per 

cent  higher,  buoyed  by  gains 

in  neighbouring  markets  and 
sustained  buying  by  foreign 
Investors.  The  composite 
index  moved  1197  ahead  to 

432.52,  despite  a   sell-off  in 
selected  blue  chips. 

Heavily  weighted  telecom- 
munications issue  Telkom 

added  Rp75  to  Rp3950,  while 
Indosat  gained  RpB75  to 
Rpl3900.  Tin  miner  Thnah 
succumbed  to  profit-taking, 
conceding  Rp25  to  Rp6,925. 
TAIPEI  benefited  from  ris- 

ing oil  prices,  upbeat  March 
sales  reports,  and  Wall 
Street’s  record  close.  The 
weighted  index  settled  95.45 

or  19  per  cent  higher,  reach- 
ing a   four-month  high  at 

793795. 
There  was  strength  in  the 

technology  sector,  with  com- 
puter manufacturer  Acer 

adding  T$1  to  TS529G. 
HONG  KONG  tested  a 

near  18-month  high  before 
closing  with  firm  gains, 
encouraged  by  the  record 
close  on  Wall  Street  and 

stronger  regional  markets. 

The  Hang  Seng  index  fin- 

after  Cor  Boonstra,  chair- 

man, said  he  was  confident 

the  company’s  bid  for  Calif- ornia-based chip  maker  VLSI 
would  succeed. ftaan  rose  65  cents  or  a 

hefty  9.1  per  cent  to  €790. but  recovered  only  part  of  a 

24.6  per  cent  plunge  over 
that  last  six  days. 

MILAN  finished  close  to 

its  best  levels,  with  the  Mfl>- tel  index  up  202  at  25,126. 
San  Paulo  picked  up  2.6 

per  cent  at  €15  as  the  execu- tive committee  gathered  to 
examine  its  stake  in  Ina, 

seen  as  a   potential  takeover 
target.  Tna,  which  has  risen 

strongly  in  recent  weeks 
added  1-7  per  cent  to  €2.78. 

HELSINKI  ignored  devel- opments in  Kosovo  and  rose 
to  a   new  record  close, 

breaching  the  7,000  mark  for 
the  first  time  to  settle  at 
7,00394  on  the  Hex  index,  up 
18290  or  2.7  per  cent 

Mobile  phone  company 
Sonera  rose  €L34  or  a   sharp 

8.6  per  cent  to  €1691  on news  that  it  would  drop  two 

outdated  mobile  communica- tions services. 
DUBLIN  featured  an  119 

per  emit  surge  in  Jefferson Smurfit  after  the  packaging 

group  unveiled  higher-than- expected  annual  results. 
Smurfit  jumped  22  emits  to 

€2.12  as  the  group  said  that North  America  should  lead  a 

world  recovery  in  container- board  pricing. 

The  1SEQ  initet  put  on  86.6 
to  5,43791. 

WrttaiTa^~«frted  by  Wchad 
Morgan,  Bertrand  Benoit,  Paul 

fregan  and  Mark  Herfifcry 

Seoul  to  a 
The  Seoul  stock  market,

 

continues  to  roar  ahead.  T
he world’s  best  performing 

bourse  in  1998,  it  is  up  22  per 

cent  this  year.  Yesterday  tt 

neared  700  points  as  the 

composite  index  clewed  
at 

68990.  an  lfr-manib  high- 
 ' 

But  the  market’s  strength 

is  not  surprising  given  that 

interest  rates  have  fallen  to 

a   15-year  low.  A   relaxed 

monetary  policy  has  resulted 
in  abundant  liquidity  to  help 

rescue  the  economy  from  a 

severe  slump  last  year. 

Investment  trust  compa- nies unit  trusts  are  sud- 

denly stuffed  with  cash,  with 
customer  deposits  exceeding 

Won6,000bn  as  investors 

shift  their  foods  to  high- 
yielding  stocks.. 

The  surge  of  funds  has 

enabled  file  stock  market  to 
absorb  a   53  per  cent  jump  in 

rights  issues  this  year  as 
Korea’s  big  conglomerates, 

or  chaebol ,   try  to  reduce 

their  debt/equity  ratio  to  a 

government  target  of  200  per 
rent  by  the  end  of  1999. 

Foreign  investors  have 
nisn  contributed  to  the  bull 

run.  With  global  liquidity 

stQl  healthy  and  investors 

looking  for  recovery  plays  in 

emerging  markets,  enthusi- asm for  Korea  has  increased 

as  fixe  nation’s,  reform  pro- 

gramme fas  E”Sr,t>fl  fhe  repu- tation for  being  the  most 

the  two  biggest  chaebol  in terms  of  assets,  have  pQed 

up  more  debt  in  the  past  ■ 
year,  raising  fears  about 
their  stability  if  the ftf«mnmy  stumbles  again.. 

Labour  unrest  could  also 
hurt  investor  sentiment  An 

battered  economies. 

Gross  domestic  product  is 

expected  to  grow  at  least  2 per  this  .autumn  after 

shrinking  59  per  cent  in 1998.  A   stable  currency  has 
eased  tears  about  foreign 

exchange  losses. 

But  analysts  are  still  wor- ried that  fundamentals  do 

not  justify  the  market  rally. 
One  source  of  concern  is that  corporate  restructuring 

is  patchy.  Some  of  the  lead- ing chaebol ,   including  the 
Samsung,  LG  and  SK 

groups,  have  reduced  their sizeable  debts,  which  bodes 
well  for  such  blue-chip 

stocks  as  Samsung  Electron- ics and  SK  Telecom. 

But  Hyundai  and  Daewoo, 

iiviinriB  and  industrial  groups 

appears  to  unravelling,  with 
workers  threatening  a   gen- eral strike  later  this  month. 
Labour  militancy  is  likely  to 

grow  if  unemployment 

exceeds  9   per  cent  ,   as  debt- 

heavy  companies  sack  work- 

ers as  they  restructure.  ' 
A   longer-term  threat  to  the 

market  is  the  possibility 

Korea  is  beading  for  a   “dou- 
ble-dip" recession.  The  cur- rent economy  recovery  is 

mainly  due  to  inventory  res- 
tocking and  increased 

money  supply.  But  growth 
in  private  consumption 
remains  sluggish  because  of 
fears  over  unemployment, 

while  industrial  investment 
is  weak  as  companies  grap- 

ple with  overcapacity. 
A   feared  slowdown  in 

global  riprnflTirt  and  deflation- 

ary pressure  ou  Korea’s 

main'  export  products  could 

tip  the  economy  back  into recession  next  year.  This 

would  further  erode  corpo- 
rate profitability  when  the introduction  of  tougher 

accounting  standards  is 

already  expected  to  weaken 
1999  results. 

John  Burton 
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ished  15495  or  19  per  cent 

higher  at  11,899.69,  off  an 
intra-day  high  of  11956.43. 
Turnover  dipped  to 

HK$S9bn. 
Among  blue  chips,  HSBC 

rose  HK$4  to  HK$270,  Kang 

Seng  Bank  advanced 
HK$l-50  to  HKS75.50  and 
Hutchison  Whampoa  put  on 
75  cents  to  HKS66.75. 
KUALA  LUMPUR  ended  at 

a   two-month  high  in  moder- 

ately heavy  volume  as  for- eign funds  weighed  in  and 
the  composite  index  posted  a 
rise  of  1392  or  29  per  cent  at 
584.63. 
Banking  stocks  led  the 

rally  on  expectations  of  an 
improving  economy  and  Call- 

ing interest  rates.  Malaysian 
brokerage  K&N  Kenanga 
upgraded  the  sector,  saying 
that  banks  with  relatively 

poor  asset  quality  would 
benefit  more  from  lower 

interest  rates  than  hariira whose  balance  sheets  were 
already  strong. 

KARACHI  erased  early 

losses  and  the  KSE-100  index 
moved  back  above  the  1900 

level,  fuelled  by  bargain- 

hunting  and  technical  fac- tors. The  index  dosed  8.62 

higher  at  1,00190, 
Traders  said  buyers  had 

returned  to  the  market 
looking  for  bargains  after 

the  index's  sharp  fall  on Monday. 
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